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by an "insurer or health maintenance
organi zation." The revised law omts the
references to a heal th mai ntenance

organi zati on because as Article 3.51-10
applies to coverage under a health

mai nt enance organi zation contract, the
article is not revised in this chapter.
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CHAPTER 1151. | NDUSTRI AL LI FE | NSURANCE
SUBCHAPTER A. GENERAL PROVI SI ONS
Revi sed Law
Sec. 1151.001. DEFINITION. In this chapter, "industrial
life insurance” neans |life insurance under which the premuns are
payabl e:

(1) weekly; or
(2) less often than weekly but at |east nonthly, if
t he face anobunt of insurance coverage provided by the policy is
$1,000 or less. (V.T.1.C. Art. 3.52, Sec. 1 (part).)
Source Law

Art. 3.52
Sec. 1. For the purposes of this
article, industrial life insurance shall nean

that formof life insurance either

(a) under which the premuns are
payabl e weekly, or

(b) under which the premuns are
payabl e nonthly or oftener, but |ess often
than weekly, if the face anpbunt of insurance
provided in the policy is not nore than One
Thousand ($1, 000.00) Doll ars; provided that

Revi sed Law

Sec. 1151.002. GENERAL APPLI CABI LI TY OF CHAPTER (a)
Except as provided by other law, this chapter controls the form
and content of an industrial life insurance policy delivered or
issued for delivery in this state by an insurance conpany.

(b) This chapter does not control an industrial life
i nsurance policy delivered or issued for delivery in this state
by an associ ation described by Section 1151.004. (V.T.1.C.
Art. 3.52, Sec. 7 (part).)

Source Law

Sec. 7. . . . this article and no ot her



Sec. 1151. 003.

shall apply to and govern the form and
content of industrial life insurance policies
as they are defined herein, issued by al

ot her insurance conpanies.

Revi sor's Note

(1) Section 7, V.T.1.C. Article 3.52,
is derived from and substantively identica
to, Chapter 89, Acts of the 47th Legi sl ature,
Regul ar Session, 1941, and provides that
Article 3.52 "and no other" applies to and
governs the formand content of industrial
life insurance policies. It is a
wel | -accepted principle of constitutional |aw
that a |l egislature may not, through statutory
law, limt the authority of a future
| egislature, and | aws enacted after 1941 have
repealed this [imtation in part. For
exanpl e, Chapter 501, Acts of the 55th
Legi sl ature, Regul ar Session, 1957, anended
V.T.1.C. Article 3.42 to expressly apply to
industrial life insurance policies. The
revised law is drafted accordingly.

(2) Section 7, V.T.I.C. Article 3.52,
provides that only V.T.1.C. Article 3.52
"shall apply to and govern” the form and
content of certain industrial life insurance
policies. The reference to "apply" is
omtted fromthe revised | aw as unnecessary
because, in context, "apply" is included
wi thin the nmeaning of "govern." The revised
| aw substitutes "control™ for "govern"
because, in context, the terns are synonynous
and "control" is nmore commonly used.

(3) The phrase "delivered or issued for
delivery in this state" is added to the
revised law for drafting convenience and to
elimnate frequent, unnecessary repetition of
t he phrase throughout this chapter. Sections
2 through 6, V.T.1.C. Article 3.52, limt the
application of this chapter to an industrial
life insurance policy "delivered or issued
for delivery in this state.”

Revi sed Law
APPLI CABI LI TY OF CHAPTER TO POLI CY PROVI DI NG

ACCI DENT AND HEALTH BENEFI TS. Except as ot herw se provi ded by
this chapter, if an industrial life insurance policy provides
accident and health benefits in addition to natural death



benefits, this chapter applies only to the life insurance
benefits provided by that policy. (V.T.1.C. Art. 3.52, Sec. 1

(part).)
Source Law

Sec. 1.

(b) . . . Wien an industrial life
i nsurance policy is issued providing for
accident and health benefits, in addition to
natural death benefits, the provisions of
this article shall apply only to the life
i nsurance benefits provided in the policy,
except as hereinafter otherw se specifically
provi ded.

Revi sed Law
Sec. 1151.004. CERTAI N ASSOCI ATI ONS EXCEPTED. Thi s chapter

does not apply to any of the follow ng associ ati ons operating
under Chapter 886:

(1) a local mutual aid association;

(2) a statewide nutual life, health, and accident
associ ation; or

(3) a burial association. (V.T.1.C. Art. 3.52, Sec. 7

(part).)
Source Law

Sec. 7. This article shall not apply to
| ocal nutual aid associations or state-w de
mutual |ife, health, and acci dent conpanies
and burial associations operating under
Chapter 14 of this code, but

Revisor's Note
Section 7, V.T.1.C. Article 3.52, refers
to "state-wide nutual life, health, and
acci dent conpanies." The revised | aw
substitutes "associations" for "conpanies"
because that is the correct term nol ogy for
those entities under V.T.1.C Chapter 14,
revised in pertinent part as Chapter 887 of
this code.
Revi sed Law
Sec. 1151.005. CERTAI N NONPROFI T ORGANI ZATI ONS EXCEPTED
Thi s chapter does not apply to:
(1) an order, society, association, or |abor
or gani zation that:
(A) admts to nmenbership only persons engaged in




one or nore crafts or hazardous occupations in the sanme or
simlar |ines of business; and
(B) does not operate for profit;

(2) a ladies auxiliary to an order, society,
associ ation, or |abor organization described by Subdivision (1);
or

(3) a fraternal order, association, or society.
(V.T.1.C Art. 3.52, Sec. 8.)

Source Law

Sec. 8. Nothing contained in this
article shall be so construed as to affect or
apply to orders, societies, associations, or
| abor organi zations which admt to menbership
only persons engaged in one or nore crafts or
hazar dous occupations in the sane or simlar
I ines of business, and who do not operate for
profit; nor shall this article apply to the
| adi es societies or ladies auxiliaries to
such orders, societies, associations, or
| abor organizations, nor to fraternal orders,
associ ations, and societies.

Revisor's Note

(1) Section 8, V.T.1.C. Article 3.52,
states that V.T.1.C. Article 3.52 does not
"affect or apply to" certain organizations.
The reference to "affect” is omtted fromthe
revised | aw as unnecessary because, in
context, "affect” is included within the
nmeani ng of "apply to."

(2) Section 8, V.T.1.C. Article 3.52,
refers to "ladies societies or |adies

auxiliaries." The reference to "l adies
societies" is omtted fromthe revised | aw as
unnecessary because, in context, "ladies

societies" is included within the neaning of
"l adies auxiliaries.”
[ Sections 1151. 006-1151. 050 reserved for expansion]
SUBCHAPTER B. REQUI RED POLI CY PROVI SI ONS
Revi sed Law
Sec. 1151.051. PCLICY TITLE. An industrial life insurance
policy nmust contain a title on the face of the policy that:
(1) briefly describes the formof the policy; and
(2) includes the printed words "Industrial Policy."
(V.T.1.C. Art. 3.52, Secs. 1 (part), 2 (part).)




Source Law

Sec. 1.

(b) . . . in either case the words

"I ndustrial Policy" are printed on the face
of the policy as part of the descriptive
matter thereof.

Sec. 2. No policy of industrial life
i nsurance shall be delivered or issued for
delivery in this State, unless the sane shal
contain in substance the follow ng
provi si ons:

(j) Atitle on the face of the
policy briefly describing its form

Revi sed Law

Sec. 1151.052. ENTIRE CONTRACT. (a) An industrial life
i nsurance policy nmust provide that the policy is the entire
contract between the parties, except that at the option of the
insurer, the insurer may nmake the policy and the policy
application the entire contract between the parties.

(b) To nmake the policy application a part of the contract,
a copy of the application nust be endorsed on or attached to the
policy at the tine the policy is issued. (V.T.I.C Art. 3.52,
Sec. 2 (part).)

Source Law

Sec. 2. [No policy of industrial life
i nsurance shall be delivered or issued for
delivery in this State, unless the sane shal
contain in substance the follow ng
provi si ons: ]

(b) A provision that the policy
shall constitute the entire contract between
the parties, but if the insurer desires to
make the application a part of the contract
it my do so, provided a copy of such
application shall be endorsed upon or
attached to the policy when issued, and in
such case the policy shall contain a
provi sion that the policy and the application
t herefor shall constitute the entire contract
between the parties.



Sec. 1151. 053.

An i ndustri al

life i

Revi sed Law
AGENT UNAUTHORI ZED TO WAI VE OR CHANGE TERMS
nsurance policy nust provide that an agent

may not wai ve or change the terns of an application or policy.

(V.T.1.C. Art.

3.52,

Sec. 1151. 054.

An i ndustri al

life i

absence of fraud, a
the insured is consi

(V.T.1.C. Art.

3.52,

Sec. 2 (part).)
Source Law

Sec. 2. [No policy of industrial life
i nsurance shall be delivered or issued for
delivery in this State, unless the sane shal
contain in substance the follow ng
provi si ons: ]

(1) A provision that no agent
shal | have the power or authority to waive,
change, or alter any of the terns or
conditions of any application or any policy
delivered or issued for delivery pursuant to
the ternms of this Article.

Revi sor's Note

(1) Section 2, V.T.1.C. Article 3.52,
refers to the authority to "waive, change, or
alter” the ternms or conditions of a policy or
an application for a policy. The reference
to "alter” is omtted fromthe revised | aw as
unnecessary because "alter” is included
wi thin the nmeaning of "change."

(2) Section 2, V.T.1.C. Article 3.52,
refers to the authority to waive or alter the
"ternms or conditions" of a policy or an
application for a policy. The reference to
"conditions" is omtted fromthe revised | aw
as unnecessary because "conditions" is
included within the nmeaning of "terns."

Revi sed Law
STATEMENT MADE BY OR ON BEHALF OF | NSURED
nsurance policy nust provide that, in the
statement nade by the insured or on behal f of
dered a representation and not a warranty.
Sec. 2 (part).)
Source Law

Sec. 2. [No policy of industrial life
i nsurance shall be delivered or issued for
delivery in this State, unless the sane shal
contain in substance the follow ng
provi si ons: ]



(b) . . . The policy shall also
contain a provision that all statenents nade
by the insured or on his behalf shall in the
absence of fraud be deened representations
and not warranties.

Revi sed Law
Sec. 1151.055. | NCONTESTABILITY OF PCOLICY. An industri al
life insurance policy nmust provide that, after the policy has
been in force for two years fromits date of issue during the
lifetime of the insured, the policy is incontestable except:
(1) for nonpaynent of a prem um
(2) for violation of any policy condition relating to
naval or mlitary service in tinme of war; and
(3) <concerning a provision relating to:
(A) benefits in case of total or pernmanent
disability as defined by the policy; or
(B) additional insurance:
(1) specifically against accidental death;

or
(ii) against loss of, or loss of use of,
specific parts of the body. (V.T.1.C Art. 3.52, Sec. 2 (part).)
Source Law

Sec. 2. [No policy of industrial life
i nsurance shall be delivered or issued for
delivery in this State, unless the sane shal
contain in substance the follow ng
provi si ons: ]

(c) A provision that the policy
shal |l be incontestable after it has been in
force during the lifetinme of the insured for
two (2) years fromits date, except for
non- paynent of prem unms, and except for
viol ation of the conditions of the policy, if
any, relating to naval or mlitary service in
time of war, and except as to provisions and
conditions granting or relating to benefits
in the event of total or permanent disability
as defined in the policy, and those granting
or relating to additional insurance
speci fically agai nst death by accident or by
accidental neans, or to additional insurance
agai nst loss of, or loss of use of, specific
menbers of the body.



Revi sor's Note

(1) Section 2, V.T.1.C. Article 3.52,
refers to certain "provisions and
conditions.” The reference to "conditions"
is omtted fromthe revised | aw as
unnecessary because, in context, "conditions"
is included within the neani ng of
"provisions."

(2) Section 2, V.T.1.C. Article 3.52,
refers to a provision "granting or relating
to" certain benefits or additional insurance.
The reference to "granting” is omtted from
the revised | aw as unnecessary because, in
context, "granting"” is included within the
nmeani ng of "relating to."

(3) Section 2, V.T.1.C. Article 3.52,
refers to insurance specifically against
"death by accident or by accidental neans.™
The revised | aw substitutes "accidental
deat h" for the quoted | anguage because the
term "accidental death"” nore concisely
descri bes "death by accident or by accidental
neans. "

Revi sed Law

Sec. 1151.056. ADJUSTMENT OF AMOUNT PAYABLE | F AGE OF

I NSURED |'S M SSTATED. An industrial life insurance policy mnust
provide that, if the age of the insured is m sstated, the anmount
payabl e under the policy is the anmobunt of insurance that the
prem um pai d woul d have purchased if the insured' s age had been
stated correctly. (V.T.I.C. Art. 3.52, Sec. 2 (part).)

Source Law

Sec. 2. [No policy of industrial life
i nsurance shall be delivered or issued for
delivery in this State, unless the sane shal
contain in substance the follow ng
provi si ons: ]

(d) A provision that if the age of
t he insured has been m sstated, the anmount
payabl e under the policy shall be such as the
prem um woul d have purchased at the correct
age.

Revi sed Law
Sec. 1151.057. GRACE PERIOD. (a) An industrial life
i nsurance policy nust provide that the insured is entitled to a
grace period stated in the policy within which any prem um after




the first premummay be paid. The grace period nust be at | east
a four-week period.

(b) During the grace period the policy continues in effect,
but if an event under which the insurer may be |iable under the
policy occurs during the grace period and before the overdue
prem uns are paid, the amobunt of the overdue prem uns may be
deducted in a settlenent nmade under the policy. (V.T.1.C
Art. 3.52, Sec. 2 (part).)

Source Law

Sec. 2. [No policy of industrial life
i nsurance shall be delivered or issued for
delivery in this State, unless the sane shal
contain in substance the follow ng
provi si ons: ]

(a) A provision that the insured
is entitled to a stated period of grace of at
| east four (4) weeks within which the paynent
of any premumafter the first may be made.
During such period of grace the policy shal
continue in full force, but in case the
policy becones a claimduring the grace
period, before the overdue prem uns are paid,
t he anmount of overdue prem uns may be
deducted in any settlenment under the

policy.

Revi sed Law
Sec. 1151.058. NONFORFEI TURE BENEFI TS AND CASH SURRENDER
VALUES I N GENERAL. An industrial life insurance policy nust
provide, in case of default in paynment of prem umnms, nonforfeiture
benefits and cash surrender values in accordance wth:
(1) Sections 1151.152-1151. 154; or
(2) Chapter 1105, for a policy issued on or after the
dat e determ ned under Section 1105.002(a) or (b), as applicable.
(VW.T.1.C. Art. 3.52, Sec. 2 (part).)
Source Law

Sec. 2. [No policy of industrial life
i nsurance shall be delivered or issued for
delivery in this State, unless the sane shal
contain in substance the follow ng
provi si ons: ]

(e) Provisions for non-forfeiture
benefits in event of default in prem um
paynents and for cash surrender values in
accordance with the provisions of subsections



Sec.

1151. 059.

(e), (f) and (g) of this Section in the case
of policies issued prior to the operative
date of Article 3.44a (the Standard
Non-forfeiture Law), and in accordance with
provisions of Article 3.44a in the case of
policies issued on or after said date.

Revi sor's Note

Section 2, V.T.1.C. Article 3.52,
provi des that certain provisions nust be
included in policies issued "prior to the
operative date of [V.T.I.C. ] Article 3.44a."
Section 13, V.T.1.C Article 3.44a, which
defines the "operative date" of that article,
is revised as Section 1105.002. The revised
law omts the reference to "the operative
date" of the |aw and substitutes a clear
statement of the law s applicability to
certain life insurance policies.
Accordingly, the revised lawin this section
omts the quoted | anguage and substitutes
| anguage consistent with Section 1105. 002.
Conpar abl e changes have been nade throughout
this chapter

Revi sed Law
SURPLUS. An industrial life insurance policy

that is a participating policy nust provide that the insurer
shall annually determ ne and apportion any divisible surplus
accruing on the policy. (V.T.1.C. Art. 3.52, Sec. 2 (part).)

Sec.
i ndustri al

1151. 060.

Source Law

Sec. 2. [No policy of industrial life
i nsurance shall be delivered or issued for
delivery in this State, unless the sane shal
contain in substance the follow ng
provi si ons: ]

(k) In the case of an insurer
i ssuing participating policies in this State,
a provision that the insurer shall annually
ascertain and apportion any divisible surplus
accruing on the policy.

Revi sed Law
CLAI M BASED ON DEATH OF | NSURED. An

life insurance policy nust provide that if a claim
arises as the result of the death of the insured, the insurer
shall settle the claimnot |later than two nonths after the date



the insurer receives at the insurer's hone office:
(1) proof of death satisfactory to the insurer; and
(2) proof of the right of the claimant to the
i nsurance proceeds. (V.T.1.C. Art. 3.52, Sec. 2 (part).)
Source Law

Sec. 2. [No policy of industrial life
i nsurance shall be delivered or issued for
delivery in this State, unless the sane shal
contain in substance the follow ng
provi si ons: ]

(i) A provision that when a policy
shall becone a claimby the death of the
i nsured, settlenment shall be nade upon
receipt of, at the insurer's honme office, or
not later than two (2) nonths after such
recei pt of, proof of death satisfactory to
the insurer and the right of the claimant to
t he proceeds.

Revi sed Law

Sec. 1151.061. REINSTATEMENT OF POLICY. (a) An industrial
life insurance policy nust provide that unless the cash surrender
val ue has been paid or the termof extended insurance has
expired, the policy may be reinstated not later than the first
anni versary of or, at the option of the insurer, not later than
the 52nd week after the date of default in payment of prem uns if
t he insured:

(1) pays all overdue prem uns;

(2) pays or reinstates any other debt owed to the
insurer on the policy; and

(3) presents evidence of insurability satisfactory to
the insurer.

(b) The insurer may inpose on the overdue prem uns interest
at an annual rate specified in the policy, not to exceed six
percent. (V.T.1.C. Art. 3.52, Sec. 2 (part).)

Source Law

Sec. 2. [No policy of industrial life
i nsurance shall be delivered or issued for
delivery in this State, unless the sane shal
contain in substance the follow ng
provi si ons: ]

(h) A provision that the policy
may be reinstated within one (1) year, or, at
the option of the insurer, within fifty-two



(52) weeks fromthe date of default in
paynment of prem uns, unless the cash
surrender val ue has been paid or the period
of extended insurance has expired, upon
paynment of all overdue prem uns, the paynent
or reinstatenent of any other indebtedness
due to the insurer upon said policy, and upon
t he presentation of evidence of insurability
satisfactory to the insurer. The overdue
prem unms may, at the option of the insurer,
be subject to interest at a rate not
exceeding six (6% per cent per annum as nmay
be specified in the policy.

Revisor's Note
Section 2, V.T.1.C. Article 3.52, refers
to a "period of extended insurance."”
Thr oughout the revised law, the word "ternt
is used in connection with the phrase
"extended i nsurance" because that is the
correct way to describe the period of
cover age.
Revi sed Law
Sec. 1151.062. EXCEPTION FOR POLI CI ES | SSUED OR GRANTED
UNDER CERTAI N NONFORFEI TURE PROVI SI ONS. Thi s subchapt er does not
apply to a policy issued or granted under a nonforfeiture
provi sion prescribed by Section 1151.058. (V.T.1.C. Art. 3.52,
Sec. 2 (part).)

Source Law

Sec. 2. No policy of industrial life
i nsurance shall be delivered or issued for
delivery in this State, unless the sane shal
contain in substance the follow ng
provi si ons:

(1y . . . The provisions of
Section 2 shall not apply to policies issued
or granted pursuant to the nonforfeiture
provi sions prescribed in clause (e) of said
Section .

[ Sections 1151.063-1151. 100 reserved for expansion]

SUBCHAPTER C. AUTHORI ZED OR PROHI BI TED POLI CY PROVI SI ONS
Revi sed Law
Sec. 1151.101. AUTHORI ZED PROVISIONS. In addition to the
provi sions required by Subchapter B and Section 1151. 152, an




i ndustri al

i nsur ed:

[ife insurance policy may:
exclude liability or prom se a benefit that is
| ess than the ful

(1)

(A)

anount payable as a death benefit if the

dies by the insured' s own hand, regardl ess of

whet her the insured is sane or insane; or

(B)

dies as a result of engaging in a stated

hazar dous occupati on

prom se a benefit that is |l ess than the ful

anount payable if the insured dies as a result of an aviation
activity under a condition specified in the policy approved by
the departnent as provided by Article 3.42;

[imt the maxi num anount payable on the death of a
child younger than 15 years of age; and

i ncl ude any other provision not otherw se

prohi bited by this chapter. (V.T.1.C. Art. 3.52, Secs. 4, 5

(part).)

(2)

(3)

(4)

Source Law

Sec. 4. In addition to the provisions
required by Section 2, any policy of
industrial life insurance delivered or issued
for delivery in this State may contain, in
substance, the follow ng provisions, in
addition to any other provision or provisions
not el sewhere prohibited by this Article:

(a) A provision excluding
l[iability or promsing a benefit |ess than
the full anpbunt payable as a death benefit in
case of the death of the insured by his own
hand whil e sane or insane, or by follow ng
st at ed hazardous occupati ons.

(b) A provision limting the
maxi mum anount payabl e on the death of an
i nfant under fifteen (15) years of age.

Sec. 5. . . . any conpany may issue a
policy promsing a benefit |less than the ful
benefit in case of the death of the insured
by his own hand whil e sane or insane or by
foll ow ng stated hazardous occupations or in
t he event the death of the insured should
result fromaviation activities under the
conditions specified in the policy to be
approved by the Board of Insurance
Conmi ssioners as provided in Chapter 3 of
t hi s code.



Revisor's Note

(1) Section 5, V.T.I.C Article 3.52,
refers to the "Board of |nsurance
Comm ssioners.” Under Chapter 499, Acts of
the 55th Legislature, Regular Session, 1957,
adm ni stration of the insurance laws of this
state was reorgani zed and the powers and
duties of the Board of Insurance
Comm ssioners were transferred to the State
Board of Insurance. Chapter 685, Acts of the
73rd Legislature, Regular Session, 1993,
abol i shed the State Board of Insurance and
transferred its functions to the comm ssioner
of insurance and the Texas Departnent of
| nsurance. Chapter 31 of this code defines
"conmi ssioner” and "departnent” for purposes
of this code and the other insurance |aws of
this state to mean the conm ssi oner of
i nsurance and the Texas Departnent of
| nsurance, respectively. Throughout this
chapter, references to the Board of I|nsurance
Comm ssioners and the State Board of
| nsurance have been changed appropriately.

(2) Section 5, V.T.I.C Article 3.52,
states that policy liability may be excl uded
or a benefit may be reduced for a death
resulting fromaviation activities "under the
conditions specified in the policy to be
approved by the Board of Insurance
Comm ssioners as provided in Chapter 3 of
this code.” The portions of Chapter 3 that
govern approval of life insurance policies
are contained in Article 3.42. The revised
law is drafted accordingly.

Revi sed Law
Sec. 1151.102. PROH BITED PROVISIONS. (a) An industria
life insurance policy may not:

(1) require a cause of action based on the policy to
be initiated before the second anniversary of the date the cause
of action accrues; or

(2) except as otherw se provided by this subchapter,
establish a nethod of settlenent at maturity that provides |ess
val ue than the face amobunt of insurance coverage provided by the
policy and any dividend additions to the policy, |ess:

(A) any debt owed to the insurer on the policy;

and
(B) any premumthat nmay be deducted under the
terns of the policy.



(b) Subsection (a)(2) does not prevent a limtation from
bei ng i nposed on paynent of an additional accidental death
benefit in case of accidental death resulting fromcertain
speci fi ed causes.

(c) A nonparticipating or termpolicy may not incorporate
any part of a provision described by Subchapter B or Section
1151. 152 that does not apply to that type of policy. (V.T.1.C
Art. 3.52, Secs. 2 (part), 5 (part).)

Source Law

Sec. 2. No policy of industrial life
i nsurance shall be delivered or issued for
delivery in this State, unless the sane shal
contain in substance the follow ng
provi si ons:

(ly . . . Any of the provisions
of Section 2, or portions thereof, not
applicable to nonparticipating or term
policies shall, to that extent, not be
i ncor porated therein.

Sec. 5. No industrial life insurance
policy delivered or issued for delivery in
the State of Texas shall contain any
provision which (a) limts the time wthin
whi ch any action at law or in equity may be
commenced to less than two (2) years after
the cause of action shall accrue; (b) except
as ot herw se provided herein, provides for
any node of settlenent at maturity of |ess
val ue than the amounts insured on the face of
the policy, plus dividend additions thereto,
if any, less any indebtedness to the insurer
on the policy, and | ess any prem umthat may,
by the terms of the policy, be deducted, and
provi ded al so that this provision shall not
prevent an additional accidental death
benefit being limted so as not to be payable
in event of death fromcertain causes of
accidents; and further providing that

Revisor's Note

Section 5, V.T.1.C. Article 3.52, refers
to an "action at lawor in equity." The
reference to "at law or in equity"” is omtted
fromthe revised | aw as unnecessary because,
in context, that |anguage is included wthin




t he neani ng of "cause of action.”

[ Sections 1151.103-1151. 150 reserved for expansion]
SUBCHAPTER D. RIGHTS OF | NSURED UNDER CERTAI N OLDER PCLI Cl ES
Revi sed Law
Sec. 1151.151. EXTENDED TERM OR PAI D- UP | NSURANCE FOR

CERTAIN POLICIES. (a) This section applies only to a policy
delivered or issued for delivery in this state before March 29,
1941, under former Article 3.43 of this code.

(b) An insured or a beneficiary of the insured is entitled
to el ect extended termor paid-up insurance under an industri al
life insurance policy that does not by its ternms provide a
stipulated formof insurance to the insured or beneficiary on
default in paynent of premuns if:

(1) premuns have been paid on the policy for at |east
three years; and

(2) the insured or beneficiary gives witten notice of
the election to the insurer at the insurer's home office before
the expiration of the termof extended insurance.

(c) An insured or beneficiary who does not nake an el ection
as provided by Subsection (b) is considered to have el ected
extended term i nsurance.

(d) The net value of extended term or paid-up insurance
shal | be determ ned as provided by Section 1151.153. (V.T.I.C
Art. 3.52, Sec. 3.)

Source Law

Sec. 3. Any policy of industrial life
i nsurance delivered or issued for delivery in
this State prior to March 29, 1941, and
pursuant to the provisions of Article 3.43,
and upon whi ch prem uns have been paid for
three (3) full years, which does not by its
terns secure, upon default in paynents of
prem unms, to the insured or beneficiary
thereof, a stipulated form of insurance,
shal | nevertheless entitle such insured or
beneficiary to either extended or paid-up
i nsurance, the net value of which shall be
determned as is provided in clause (e) of
Section 2 of this article, providing such
insured or beneficiary elects and notifies
the hone office of the insurer in witing,
prior to the expiration of the period of
ext ended i nsurance, which of said two (2)
forms he has elected to take; and any such
insured or beneficiary failing to elect and
notify the insurer in witing of such
el ection within such time shall be deened to



have el ected extended i nsurance.

Revi sor's Note
Section 3, V.T.1.C. Article 3.52, refers
to "the provisions of Article 3.43." The
revised | aw substitutes the phrase "fornmer
Article 3.43" because Article 3.43 was
repeal ed in 1957.
Revi sed Law

Sec. 1151.152. PROVI SI ONS CONCERNI NG STI PULATED FORM OF
| NSURANCE OR SPECI FI ED CASH SURRENDER VALUE | N CERTAI N PCLI Cl ES.
(a) An industrial life insurance policy issued before the date
descri bed by Section 1151.058(2) mnmust contain a provision
substantially as foll ows:

(1) in case of default in paynent of prem uns:

(A) after premuns have been paid for three
years, a stipulated formof insurance is available, effective
fromthe due date of the defaulted prem um and

(B) after premuns have been paid for five years,
the stipulated formof insurance described by Paragraph (A) or a
speci fied cash surrender value is available, at the el ection of
t he i nsured; and

(2) the stipulated formof insurance takes effect
unl ess the insured applies in witing for the specified cash
surrender value within the grace period follow ng the due date of
the defaulted prem um

(b) The policy nust:

(1) state the anpbunt and termof the stipulated form
of insurance, conputed assunming that there is no debt owed on or
di vidend additions to the policy;

(2) specify the nortality table, the rate of interest,
and the nethod of valuation, if a nethod of valuation other than
net level premumis used, adopted for conputing the reserve on
the policy; and

(3) provide a table showing in nunbers the
nonforfeiture options avail able under the policy at the end of
each year in case of default in payment of prem uns.

(c) Subsections (a), (b)(1), and (b)(3) do not apply to a
terminsurance policy with a termof 20 years or |ess.

(d) The table described by Subsection (b)(3) nmust begin
with the year in which the nunbers on the nonforfeiture options
becone avail abl e and nust cover not nore than the first 20 years
of the policy. On the expiration of the period for which the
nunbers are shown by the policy, the insurer shall provide an
extension of the table on request. (V.T.1.C Art. 3.52, Sec. 2

(part).)




Source Law

Sec. 2. [No policy of industrial life
i nsurance shall be delivered or issued for
delivery in this State, unless the sane shal
contain in substance the follow ng
provi si ons: ]

(e) . . . Policies issued prior
to the operative date of Article 3.44a shal
contain a provision substantially as foll ows:
a provision that in event of default in
prem um paynents after prem uns shall have
been paid for three (3) full years there
shall be available a stipulated form of
i nsurance effective fromthe due date of the
defaulted premum and in event of default in
prem um paynents after prem uns shall have
been paid for five (5) full years there shal
be available, in lieu of the stipulated form
of insurance, at the option of the insured, a
speci fied cash surrender value. . . . The
policy shall state the anmobunt and term of the
stipulated form of insurance cal cul ated upon
t he assunption of no indebtedness on the
policy and no dividend additions
thereto. . . . In the event that
application, which nust be in witing, for a
stipulated formof insurance or the specified
cash surrender val ue when the sane are
avai l abl e, is not nade within the grace
period, it shall be provided that a
stipulated formof insurance shal
automatically beconme effective.

(f) In the case of policies issued
prior to the operative date of Article 3.44a,
a provision specifying the nortality table,
rate of interest, and nethod of valuation if
ot her than net |evel prem um adopted for
conputing the life insurance reserves on the
contract.

(g) In the case of policies issued
prior to the operative date of Article 3.44a,
a table showing in figures the non-forfeiture
options avail able under the policy at the end
of each year upon default in prem um paynents
during the prem um payi ng period, but not to
exceed the first twenty (20) years of the



policy. Such table is to begin with the year
in which such val ues becone avail able. At
the expiration of the period for which such
val ues are shown in the policy, the insurer
wi Il furnish upon request an extension of
such tabl e.

(1Y . . . nor shall clauses (e)
and (g) of said Section be required in term
i nsurances of twenty (20) years or |ess.

Revi sor's Note
Section 2, V.T.1.C. Article 3.52, refers
to a "default in prem um paynents during the
prem um payi ng period." The revised | aw
omts the phrase "during the prem um payi ng
period" as unnecessary. A default in paynent
of prem uns could not occur outside of the
paynent peri od.
Revi sed Law
Sec. 1151.153. COVPUTATI ON OF NET VALUE OF STI PULATED FORM
OF I NSURANCE OR SPECI FI ED CASH SURRENDER VALUE. (a) The net
val ue of the stipulated formof insurance or the specified cash
surrender val ue avail abl e under Section 1151.152 may not be |ess
than the reserve on the policy at the end of the last conpleted
quarter of the policy year for which prem uns have been paid,
| ess:

(1) an anpbunt of not nore than:

(A 2-1/2 percent of the maxi num anount insured
under the policy and any dividend additions to the policy, if the
age of the insured on the date the policy was issued is younger
than 10 years; or

(B) 2-1/2 percent of the ampunt insured under the
policy at the tine the conputation is nade and any divi dend
additions to the policy, if the age of the insured on the date
the policy was issued is 10 years or older; and

(2) any existing debt to the insurer on or secured
under the policy.
(b) The reserve described by Subsection (a):
(1) includes:

(A) the reserve for any paid-up additions to the
policy; and

(B) the amount of any dividends credited to the
policy; and

(2) excludes any reserve on:

(A) total or permanent disability, as defined by
the policy; and

(B) additional accidental death benefits.



(c) In conmputing the value of paid-up terminsurance with
any acconpanyi ng pure endowrent, a rate of nortality may be
assuned that is not nore than:

(1) 130 percent of the rate of nortality according to
the applicable table, if the 1941 Standard Industrial Mrtality
Tabl e or the 1941 Sub-standard Industrial Mrtality Table is
adopted for conputing the reserve; or

(2) the rate of nortality shown by:

(A) the Conmm ssioners 1961 Industrial Extended
Term I nsurance Table, if the Conmm ssioners 1961 Standard
I ndustrial Mrtality Table is adopted for conputing the reserve;
or

(B) any other nortality table specified by the
i nsurer and approved by the departnent, if the policy is
substandard. (V.T.I1.C. Art. 3.52, Sec. 2 (part).)

Source Law

Sec. 2. [No policy of industrial life
i nsurance shall be delivered or issued for
delivery in this State, unless the sane shal
contain in substance the follow ng
provi si ons: ]

(e) . . . The net value of the
stipulated formof insurance, and the
specified cash surrender value, shall not be
| ess than the reserve on the policy at the
end of the last conpleted quarter of the
policy year for which prem uns shall have
been paid, including the reserve for any
pai d-up additions thereto and the anount of
any dividends standing to the credit of the
policy, and excluding any reserve on total
and permanent disability, as defined in the
policy, and additional accidental death
benefits, |less a sumof not nore than:

(1) Two and one-half per cent
(2 1/2% of the maxi mum anount insured by the
policy and dividend additions thereto, if
any, when the issue age is under ten (10)
years;

(2) Two and one-half per cent
(2 1/2% of the current anount insured by the
policy and dividend additions thereto, if
any, when the issue age is ten (10) years or
ol der; and | ess any existing indebtedness to
the insurer on or secured by the policy.

If the nortality table adopted for



conputing such reserve is the 1941 Standard

| ndustrial Mrtality Table or the 1941
Sub-standard Industrial Mrtality Table, then
in calculating the value of the paid-up term
i nsurance with acconpanyi ng pure endownent,
if any, a rate of nortality may be assuned
which is not nore than one hundred thirty per
cent (130% of the rate of nortality
according to the table used. |If the
nortality table adopted for conputing such
reserve is the Conm ssioners 1961 Standard

| ndustrial Mrtality Table, then in

cal cul ating the value of paid-up term

i nsurance with acconpanyi ng pure endownrent,
if any, a rate of nortality may be assuned
which is not nore than that shown in the
Comm ssioners 1961 I ndustrial Extended Term
| nsurance Table, or, in the case of
sub-standard policies, such other table of
nortality as may be specified by the conpany
and approved by the State Board of

| nsur ance.

Revi sor's Note
Section 2, V.T.1.C. Article 3.52, refers
to a table of nortality specified by "the
conpany."” The revised | aw substitutes
"insurer" for "conpany" for consistency with
ot her references in this chapter.
Revi sed Law
Sec. 1151.154. SURRENDER OF PCLI CY FOR SPECI FI ED CASH
SURRENDER VALUE. (a) An industrial life insurance policy issued
before the date described by Section 1151. 058(2) under which the
i nsured applies for cash surrender val ue nust be surrendered for
t he specified cash surrender value to the insurer at the
insurer's honme office within the grace period follow ng the due
date of the defaulted prem um
(b) The insurer may defer paynent for a period of not nore
than six nonths after the date of application for the specified
cash surrender value. (V.T.1.C Art. 3.52, Sec. 2 (part).)
Source Law

Sec. 2. [No policy of industrial life
i nsurance shall be delivered or issued for
delivery in this State, unless the sane shal
contain in substance the follow ng
provi si ons: ]



(e) . . . The policy may be
surrendered to the insurer at its home office
within the period of grace after the due date
of the defaulted premumfor the specified
cash surrender val ue, provided that the
insurer may defer paynent for not nore than
six (6) nonths after the application therefor
i s made.

Revi sor's Note
(End of Chapter)

Section 6, V.T.1.C. Article 3.52,
prohi bits the delivery or issuance for
delivery in this state of an industrial life
i nsurance policy or the attachnent to or the
printing or stanping on the policy of a rider
or endorsenent w thout the approval of the
Texas Board of Insurance Conmi Ssioners.
Section 6 is derived from Section 6, Chapter
89, Acts of the 47th Legislature, Regular
Session, 1941, and is substantively identical
to Chapter 89 as originally enacted. The
revised law omts this provision as
duplicative of, and partially inpliedly
repealed by, V.T.1.C. Article 3.42, which was
extensively anmended by Chapter 501, Acts of
the 55th Legislature, Regular Session, 1957,
to conprehensively regul ate approval of life
i nsurance policy fornms. At the sane tine,
the |l egislature anended Article 3.42 to
expressly apply to industrial life insurance
policies. The omtted | aw reads:

Sec. 6. No insurance conpany transacting
business in this State shall hereafter
deliver or issue for delivery in this State
any policy of industrial |ife insurance, or
any policy of industrial |ife insurance
provi ding for accident and health benefits in
addition to natural death benefits, or attach
to, or print or stanp upon such policy, any
rider, or endorsenent, until the form of such
policy, rider, or endorsenent has been
submtted to and approved by the Board of
| nsurance Conm ssioners of the State of
Texas. It shall be the duty of the Board of
| nsurance Comm ssioners to di sapprove any
such policy, rider, or endorsenent if it



Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

vi ol ates any of the provisions of this
article, and to give witten notice to the
i nsurer of such disapproval in which notice
the Board shall specify the particulars in
respect to which the policy, rider, or
endor senent violates the provisions of this
article. If the Board of I|nsurance
Comm ssi oners shall di sapprove any such
policy, rider, or endorsenent, the insurer
may, Within ninety (90) days after the
mailing of the witten notice of such

di sapproval by the Board, institute
proceedings in the District Court of Travis
County, Texas, to review the action of the
Board t hereon.
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CHAPTER 1152. SEPARATE ACCOUNTS, VARI ABLE CONTRACTS, AND
RELATED PRODUCTS
SUBCHAPTER A. CGENERAL PROVI SI ONS
Revi sed Law
Sec. 1152.001. APPLICABILITY OF CODE. (a) Except as
provi ded by Subsection (b), this code applies to separate
accounts described by this chapter and contracts relating to
t hose accounts.
(b) The followi ng sections do not apply to the separate
accounts and contracts:




(1) Sections 882.303 and 882. 703;
(2) Subchapters H and J, Chapter 882;
(3) Sections 1101.002(b), 1101.005, 1101. 009,
1101. 012, 1101.052, 1101.055, and 1101.152-1101. 156;
(4) Chapter 1105; and
(5) Section 1131.103.
(c) A separate account established under former Article
3.39 Part 111, 3.72, or 3.73 is considered to be established
under this chapter. A policy or other agreenent issued before
Septenber 1, 1984, under one of those articles remains subject to
the article, as the article existed i medi ately before Septenber
1, 1984. (V.T.1.C. Art. 3.75, Sec. 9.)
Source Law

Sec. 9. (a) This code applies to
separate accounts and contracts relating to
separate accounts except for Subdivisions 2,
6, 7, 8, 9, 11, and 12, Article 3.44, as
anmended; Article 3.44a, as anended;

Subdi vision 3, Article 3.45; Subdivision 1
Section 2, Article 3.50, as anended; Article
11.12, as anended; Article 11.13; and
Article 11.14, Insurance Code.

(b) Notw thstandi ng any other |aw, or
any other provision of this article, after
the effective date of the repeal of Articles
3.39 Part 111, 3.72, and 3.73, Ilnsurance
Code, all separate accounts established under
such articles are deened and shall be
construed to be established under Article
3.75; provided any policy, contract, or
agreenent issued before such repeal in
accordance with the provisions of such
articles, shall be construed under and
continue to be subject to all provisions of
the applicable article under which they were
i ssued, as anended and in effect at the tine
of such repeal

Revisor's Note

(1) Section 9(a), V.T.1.C Article
3.75, refers to "Article 3.44, as
anended; . . . Article 3.50, as anended;
[and] Article 11.12, as anended." Throughout
this chapter, the revised law omts the
reference to "as anended"” because under
Section 311.027, CGovernnent Code (Code
Construction Act), applicable to the revised




Sec. 1152. 002.

law, a reference to a statute applies to al
reenactnents, revisions, and anmendnents of
the statute.

(2) Section 9(b), V.T.I1.C. Article
3.75, refers to "the effective date of the
repeal of Articles 3.39 Part Il1I, 3.72, and
3.73." Effective Septenber 1, 1984, Section
3, Chapter 648, Acts of the 68th Legislature,
Regul ar Session, 1983, repealed Articles 3.39
Part 111, 3.72, and 3.73. The revised law is
drafted accordingly.

(3) Section 9(b), V.T.I1.C. Article
3.75, states that all separate accounts
established "after the effective date of the
repeal of Articles 3.39 Part Il1I, 3.72, and
3.73" are "deened and shall be construed to
be established under Article 3.75." The
revised law omts this provision because it
i S executed.

(4) Section 9(b), V.T.I.C Article
3.75, refers to a "policy, contract, or
agreenment." The revised | aw substitutes
"policy or other agreenment” for the quoted
| anguage because a contract is a type of
agreenent. A policy is also a type of
contract (and agreenent), but is retained in
the revised law for clarity.

Revi sed Law
RULES. The conmi ssioner nmay adopt rules that

are fair, reasonable, and appropriate to augnent and i npl enent

this chapter
(1)
(2)
(3)

including rules establishing requirenents for:

| i censi ng;

standard policy provisions; and
di scl osure. (V.T.1.C. Art. 3.75, Sec. 8 (part).)

Source Law

Sec. 8. The State Board of Insurance may
establ i sh such rules, regul ations, or
[imtations which are fair and reasonabl e as
may be appropriate for the augnentation and
i npl ementation of this article, including but
not limted to requirenents for |icensing
agents, standard policy provisions, and
di scl osure requirenents.

Revi sor's Note
(1) Section 8, V.T.I.C. Article 3.75,
refers to the "State Board of |nsurance."”




Chapter 685, Acts of the 73rd Legislature,
Regul ar Session, 1993, abolished that board
and transferred its functions to the
conmi ssi oner of insurance and the Texas
Department of |nsurance, as appropriate.
Chapter 31 of this code defines

"conmi ssioner” and "departnent” for purposes
of this code and the other insurance | aws of
this state to nmean the comm ssi oner of

i nsurance and the Texas Departnent of

| nsurance, respectively. Throughout this
chapter, references to the board have been
changed appropriately.

(2) Section 8, V.T.I.C. Article 3.75,
permts the State Board of Insurance to
establish "rules, regulations, or
[imtations.” The revised |aw omits the
reference to "regulations or limtations" as
unnecessary. Under Section 311.005(5),

Gover nment Code (Code Construction Act), a
rule is defined to include a regul ation.

That definition applies to the revised | aw
In addition, any "limtation" established by
the State Board of Insurance could only be
est abl i shed by rule.

(3) Section 8, V.T.1.C. Article 3.75,
refers to "including, but not limted to."
Thr oughout this chapter, "but not |limted to"
and simlar |anguage is onmtted as
unnecessary because Section 311.005(13),
Gover nment Code (Code Construction Act), and
Section 312.011(19), Governnent Code, provide
that "includes"” and "including" are terns of
enl argement and not of limtation and do not
create a presunption that conponents not
expressed are excl uded.

[ Sections 1152.003-1152. 050 reserved for expansion]
SUBCHAPTER B. SEPARATE ACCOUNTS
Revi sed Law

Sec. 1152.051. ESTABLI SHMENT OF SEPARATE ACCOUNTS. A
donmestic life insurance conpany may establish separate accounts
under this subchapter and nmay allocate to each account anounts,
i ncl udi ng proceeds applied under optional nodes of settlenent or
under dividend options, to:

(1) provide for life insurance, an annuity, or a

benefit incidental to the insurance or annuity, payable in a
fixed amount, a variable amount, or both a fixed anount and a
vari abl e amount; or




(2) fund a benefit for a pension, retirenment, or
profit sharing plan payable in a fixed anount, a variable anmount,
or both a fixed anmount and a variable anmount. (V.T.1.C
Art. 3.75, Sec. 1(a).)

Source Law

Art. 3.75

Sec. 1. (a) A donestic life insurance
conpany may establish one or nore separate
accounts and may allocate to each account
anmounts, including without limtation
proceeds applied under optional nodes of
settl enent or under dividend options, to
provide for life insurance or annuities and
benefits incidental to the insurance and
annuities, payable in fixed or variable
anounts or both, or to fund the benefits of a
pension, retirenment, or profit sharing plan
payable in fixed or variable anmounts or both
fixed and variabl e anounts, subject to this
secti on.

Revi sed Law
Sec. 1152.052. OMERSH P OF AMOUNTS | N SEPARATE ACCOUNT.
(a) An insurance conpany owns an anount allocated to a separate
account under this subchapter
(b) The conpany is not and may not represent itself as a
trustee regarding an anmount allocated to a separate account under
this subchapter. (V.T.1.C Art. 3.75, Sec. 1(f) (part).)
Source Law

(f) Anmounts allocated to a separate
account under this article are owned by the
conpany, and the conpany is not and nmay not
represent itself as a trustee with respect to
t hese anounts.

Revi sed Law
Sec. 1152.053. TRANSFER OF ASSETS BETWEEN SEPARATE
ACCOUNTS. (a) Except as provided by Subsection (b), an insurance
conpany may not sell, exchange, or otherw se transfer an asset
bet ween the conpany's separate accounts or between any ot her
i nvest ment account and a separate account unl ess:

(1) in case of a transfer into a separate account, the
transfer is made solely to establish the account or to support
the operation of a contract regarding the separate account to
whi ch the transfer was nmade; and

(2) the transfer, whether into or froma separate




account, is made:

(A) by a transfer of cash; or

(B) by a transfer of securities if the securities
have a readily determ nabl e market val ue and the conm ssi oner
approves the transfer.

(b) The conmm ssioner may approve a transfer between
accounts other than a transfer described by Subsection (a) if, in
t he conm ssioner's opinion, the transfer would not be
i nequitable. (V.T.1.C. Art. 3.75, Secs. 1(g), (h).)

Source Law

(g) Except as provided by Subsection
(h) of this section, a sale, exchange, or
ot her transfer of assets nmay not be nade by a
conpany between any of its separate accounts
or between any ot her investnent account and
one or nore of its separate accounts unl ess:
(1) in case of a transfer into a
separate account, the transfer is nade solely
to establish the account or to support the
operation of the contracts with respect to
the separate account to which the transfer is
made; and
(2) the transfer, whether into or
froma separate account, is nade:
(A) by a transfer of cash; or
(B) by a transfer of
securities having a readily determ nable
mar ket val ue, provided the transfer of
securities is approved by the conm ssioner.
(h) The conm ssi oner may approve ot her
transfers anong accounts if in his opinion
the transfers woul d not be inequitable.

Revi sed Law
Sec. 1152.054. COWPLI ANCE W TH FEDERAL OR STATE LAW FOR

SEPARATE ACCOUNT. (a) To comply with a federal or state law, an
i nsurance conpany wth respect to any separate account, including
a separate account that is a managenent investnent conpany or a
unit investnment trust, may, to the extent the conpany considers
it necessary, provide:

(1) for appropriate voting and other rights for
persons who have an interest in the account; and

(2) special rights and procedures to conduct the
busi ness of the account, including rights and procedures rel ated
to:

(A) investnent policy;
(B) investnent advisory services;



(C selection of independent public accountants;
and

(D) selection of a conmttee to nmanage the
busi ness of the account.

(b) The nenbers of a commttee sel ected under Subsection
(a)(2)(D) are not required to be affiliated with the conpany.
(V.T.1.C. Art. 3.75, Sec. 1(i).)

Source Law

(i) To the extent the conpany considers
it necessary to conply with any applicable
federal or state |aws, the conmpany with
respect to any separate account, including
without Iimtation any separate account that
i s a managenent investnment conpany or a unit
i nvestnent trust, nay provide for persons
having an interest in the account appropriate
voting and other rights and speci al
procedures for the conduct of the business of
the account, including without limtation
special rights and procedures relating to
i nvestment policy, investnent advisory
servi ces, selection of independent public
accountants, and selection of a conmmttee,

t he nenbers of which need not be affiliated
wi th the conpany, to manage the business of
such account.

Revi sed Law

Sec. 1152.055. GUARANTEED BENEFI TS AND MONEY RESTRI CTI ON
FOR SEPARATE ACCOUNTS. An insurance conpany may not maintain a
reserve for a benefit guaranteed as to dollar anmpbunt and duration
or funds guaranteed as to principal amount or stated rate of
interest in a separate account except with the conm ssioner's
approval and under conditions for investnments, and other matters,
that recogni ze the guaranteed nature of the benefits provided and
that are prescribed by the departnent. (V.T.1.C. Art. 3.75, Sec.

1(d).)

Source Law

(d) Reserves for benefits guaranteed as
to doll ar amount and duration and funds
guaranteed as to principal amunt or stated
rate of interest may not be nmaintained in a
separ ate account except with the approval of
t he Comm ssioner of |nsurance and under
conditions for investnents, and ot her
matters, that recognize the guaranteed nature



of the benefits provided and that are
prescribed by the State Board of |nsurance.

Revi sed Law
Sec. 1152.056. I NVESTMENT LIM TS NOT APPLI CABLE TO SEPARATE
ACCOUNT. Except as provided by Section 1152. 055:
(1) an anount allocated to a separate account,
i ncluding an accumul ati on on that anmount, may be invested w thout
regard to a law of this state governing a |ife insurance conpany
i nvest ment; and
(2) an investnent in a separate account may not be
considered in applying an investnent I[imt otherw se applicable
to the insurance conpany. (V.T.1.C. Art. 3.75, Sec. 1(c).)
Source Law

(c) Except as provided by Subsection
(d) of this section, amobunts allocated to any
separate account and accunul ati ons on those
anounts may be invested and reinvested
W thout regard to any requirenents or
[imtations prescribed by the laws of this
state governing the investnents of life
i nsurance conpani es, and the investnents in a
separate account may not be taken into
account in applying the investnent
[imtations otherwi se applicable to the
i nvestnents of the conpany.

Revi sor's Note

Section 1(c), V.T.1.C. Article 3.75,
states that an anmount may be invested
"W thout regard to any requirenents or
[imtations prescribed by the laws of this
state governing the investnents of life

i nsurance conpanies.” The revised law onmits
the reference to "requirenents or
[imtations"” as unnecessary because the
meani ng of that phrase is included in the
meani ng of "laws." Being subject to alawis
the sane as being subject to that law s
requirenents, including any limtations
contained in that |aw
Revi sed Law
Sec. 1152.057. ALLOCATION OF I NCOVE, GAINS, OR LOSSES ON
SEPARATE ACCOUNT. An insurance conpany shall credit to or charge
agai nst a separate account the incone, gain, or |loss, realized or
unreal i zed, froman asset allocated to the account w thout regard
to other incone, gains, or |osses of the insurance conpany.




(V.T.I1.C. Art. 3.75, Sec. 1(b).)
Source Law

(b) The income, gains, and | osses,
realized or unrealized, fromassets allocated
to a separate account shall be credited to or
charged agai nst the account, w thout regard
to other inconme, gains, or |osses of the

conpany.

Revi sed Law
Sec. 1152.058. ASSET VALUATI ON | N SEPARATE ACCOUNT. An
asset allocated to a separate account is val ued:
(1) at its market value on the date of val uation
(2) as provided under a contract, rule, or other
witten agreenent applicable to the separate account, if a
readi |y avail abl e market does not exist;
(3) as provided by the rules otherw se applicable to
t he i nsurance conpany's assets for any portion of the assets that
is equal to the conpany's reserve liability with regard to the
guar anteed benefits and funds under Section 1152.055; or
(4) under any other nmethod approved by the
comm ssioner. (V.T.1.C Art. 3.75, Sec. 1(e).)
Source Law

(e) Unless the conmm ssioner approves
anot her nethod of valuation, assets allocated
to a separate account shall be val ued at
their market value on the date of valuation
or if there is no readily avail abl e market,
then as provided under the ternms of the
contract or the rules or other witten
agreenent applicable to the separate account.
The portion, if any, of the assets of the
separate account equal to the conpany's
reserve liability with regard to the
guar anteed benefits and funds under
Subsection (d) of this section shall be
val ued as provided by the rules otherw se
applicable to the conmpany's assets, unless
t he conmm ssi oner approves anot her nethod of
val uation

Revi sed Law
Sec. 1152.059. SEPARATE ACCOUNT NOT CHARGEABLE W TH OTHER
LIABILITIES. To the extent provided under the applicable
contracts, the portion of a separate account's assets equal to
the reserves and other contract liabilities regarding that




account is not chargeable with a liability arising out of any
ot her business of the insurance conpany. (V.T.1.C. Art. 3.75,
Sec. 1(f) (part).)

Source Law

(f) . . . To the extent provided
under the applicable contracts, the portion
of the assets of a separate account equal to
the reserves and other contract liabilities
with respect to that account are not
chargeable with liabilities arising out of
any ot her business the conpany may conduct.

[ Sections 1152.060-1152. 100 reserved for expansion]

SUBCHAPTER C. VARI ABLE CONTRACTS
Revi sed Law
Sec. 1152.101. SOLE AUTHORI TY TO REGULATE VARI ABLE

CONTRACTS. The conmi ssioner has sole authority to regulate the
i ssuance and sale of a variable contract under:

(1) this chapter; and

(2) rules adopted under Section 1152.002. (V.T.I.C
Art. 3.75, Sec. 8 (part).)

Source Law

Sec. 8 . . . Notw thstanding any ot her
| aw, the conm ssioner has sole authority to
regul ate the issuance and sal e of variable
contracts under this article and under such
rul es, regul ations, standards, or limtations
adopted by the State Board of Insurance.

Revi sor's Note
Section 8, V.T.1.C. Article 3.75,
refers to "rules, regulations, standards, or
[imtations.” The revised |law omts
"regul ations, standards, or limtations" for
the reasons given in Revisor's Note (2) to
Section 1152.002.
Revi sed Law
Sec. 1152.102. AUTHCORI ZATI ON REQUI RED FOR VARI ABLE
CONTRACTS. (a) An insurance conpany may not deliver or issue for
delivery a variable contract in this state unless authorized by
t he conm ssi oner under this section.
(b) If the conmm ssioner finds, after notice and heari ng,
that the conpany is qualified to issue, deliver, and use a
vari abl e contract under this chapter and rul es adopted under
Section 1152. 002, the conmm ssioner shall issue an order relating




to the conpany's authority to issue, deliver, and use a variable
contract in this state. (V.T.1.C. Art. 3.75, Sec. 3 (part).)
Source Law

Sec. 3. A conpany may not deliver or
issue for delivery in this state variable
contracts unless after notice and heari ng,
the conmm ssioner shall find that the conpany
is qualified to issue, deliver, and use
vari abl e contracts in accordance with this
article and the regul ati ons issued
t hereunder. The conm ssioner shall issue an
official order of authorization relating to
the conpany's authority to issue, deliver
and use variable contracts in this
state.

Revi sor's Note
Section 3, V.T.1.C. Article 3.75, refers
to certain "regulations.” The revised | aw
substitutes "rules" for "regul ations."
"Rule" is the termnore commonly used and is
the termused by Chapter 2001, CGovernnent
Code, the adm nistrative procedure |aw.
Al so, under Section 311.005(5), Governnent
Code (Code Construction Act), arule is
defined to include a regulation. That
definition applies to the revised | aw
Revi sed Law
Sec. 1152.103. CONSI DERATI ON OF COMPANY' S CONDI TI ON OR
METHOD OF OPERATION. (a) For purposes of this section, the
domcile of an alien conpany is its state of entry.
(b) In considering a conpany's condition or nethod of
operation, the factors the conm ssioner shall consider mnust
i ncl ude:

(1) the conpany's history and financial condition;

(2) the character, responsibility, and fitness of the
conpany's officers and directors;

(3) the law, including rules, under which the conpany
is authorized to do business in the state of domcile to issue a
vari abl e contract; and

(4) whether the condition or nmethod of operation in
connection with the issuance of a variable contract will make the
conpany's operation hazardous to the public or the conpany's
policyholders in this state. (V.T.1.C. Art. 3.75, Secs. 3(b),

(c).)



Sec.

1152. 104.

Source Law

(b) In considering the condition or
met hod of operation the comm ssioner shal
consi der anong ot her things:

(1) the history and financial
condition of the conpany;

(2) the character, responsibility,
and fitness of the officers and directors of
t he conpany;

(3) the law and rul es under which
the conpany is authorized to do business in
the state of domcile to issue variable
contracts; and

(4) whether the condition or
met hod of operation in connection with the
i ssuance of these contracts will render its
operation hazardous to the public or its
policyholders in this state.

(c) For the purposes of Subdivision (3)
of Subsection (b) of this section, the state
of entry of a foreign conpany is its place of
dom ci |l e.

Revi sor's Note

Section 3(c), V.T.1.C. Article 3.75,
refers to the state of entry of a "foreign
conpany."” Under the Insurance Code, a
"foreign conpany” generally refers to a
United States conpany that was not organized
in Texas, and an "alien conmpany"” refers to a
conpany that was not organized in the United
States. See Sections 6 and 7A, V.T.1.C
Article 3.01 (revised as part of Section
982.001). A "foreign conpany” woul d not
"enter" a state, but an "alien conpany”
would. In the context of Article 3.75 and
the entire code, therefore, the source | aw
reference to a "foreign conmpany” nust nean an
"alien conmpany."” Throughout this chapter,
the revised law is drafted accordingly.

Revi sed Law

AUTHORI ZATI ON FOR SUBSI DI ARY OR AFFI LI ATE OF

AUTHORI ZED LI FE | NSURANCE COVPANY. The conm ssi oner may

after notice and hearing, that a conpany that is a
subsidiary of or affiliated with an authorized life insurance
conpany through common managenment or ownership neets the
requi renents of this subchapter if either the conpany or the

det er m ne



parent or affiliated conpany neets the requirenments of this
subchapter. (V.T.1.C. Art. 3.75, Sec. 3(d).)
Source Law

(d) If a conpany is a subsidiary of an
admtted life insurance conpany or affiliated
with an admtted |ife insurance conpany
t hrough conmon managenent or ownership, the
conmi ssioner may after notice and hearing
determ ne the conpany to have net the
requi renents of this section if either it or
the parent or the affiliated conpany neets
the requirenments of this section.

Revi sor's Note
Section 3(d), V.T.1.C. Article 3.75,
refers to an "adm tted" insurance conpany.
Throughout this chapter, the revised | aw
substitutes "authorized" for "admtted"
because the terns are synonynous in context
and the former is nore commonly used
t hr oughout this code.
Revi sed Law
Sec. 1152.105. WAIVER OF HEARI NG REQUI REMENT. (a) If a
conpany, its parent, or a commonly controlled affiliate is an
aut horized |ife insurance conpany, the conpany may apply to the
conmmi ssioner for a waiver of the hearing requirenents under
Section 1152.102 or 1152. 104.
(b) The conmm ssioner may wai ve the hearing requirenent if
t he conmm ssioner determnes that a hearing is not necessary to
find the conpany qualified under this subchapter. (V.T.1.C
Art. 3.75, Sec. 3(e).)

Source Law

(e) |If a conpany, its parent, or
commonly controlled affiliate is an admtted
life insurance conpany, the conm ssioner may,
upon application by the conpany, waive the
requirenents for hearing provided in
Subsections (a) and (d) of this section if
t he conm ssioner shall determ ne that a
hearing is not necessary to find the conpany
to be qualified under this section.

Revi sor's Note

Section 3(e), V.T.1.C. Article 3.75,
refers to "the requirenents for hearing
provi ded in Subsections (a) and (d) of this




section.” Section 3 does not contain a
Subsection (a), but the first paragraph of
Section 3, which is not designated as a
subsection, does contain a requirenent for a
hearing. That paragraph is revised as
Section 1152.102, and the revised law is
drafted accordingly.
Revi sed Law
Sec. 1152.106. RESERVE LI ABILITY FOR VARI ABLE CONTRACT. The
reserve liability for a variable contract nust be established
under actuarial procedures that recognize:
(1) the variable nature of the benefits provided; and
(2) any nortality guarantees. (V.T.1.C. Art. 3.75,

Sec. 4.)
Source Law

Sec. 4. The reserve liability for
vari abl e contracts nust be established in
accordance wth actuarial procedures that
recogni ze the variable nature of the benefits
provided and any nortal ity guarantees.

Revi sed Law
Sec. 1152.107. SEPARATE ANNUAL STATEMENT REQUI RED. (a) An
i nsurance conpany aut horized under this subchapter to issue,
deliver, or use a variable annuity contract or variable life
contract shall file with the departnment a separate annua
statenment of its separate variable contract accounts.
(b) The conpany shall file the statenent:
(1) on a formprescribed or approved by the
departnent; and
(2) sinultaneously with the annual statenent required
by Sections 841.255 and 882. 003.
(c) The statenent nust:
(1) include details as to all incone, disbursenents,
assets, and liability itens associated with the separate variabl e
contract accounts; and
(2) be under oath of two conmpany officers. (V.T.I.C
Art. 3.75, Sec. 6.)

Source Law

Sec. 6. Every insurance conpany
aut hori zed pursuant to this article to issue,
deliver, or use variable annuity contracts,
variable life contracts, or both shal
annually file with the State Board of
| nsurance a separate annual statenment of its
separate variable contract accounts. Such



statenent shall be on a form prescribed or
approved by the State Board of |nsurance and
shall include details as to all of the

i ncone, disbursenents, assets, and liability
itens of and associated with the said
separate variable contract accounts. Said
statenment shall be under oath of two officers
of the company and shall be filed

simul taneously with the annual statenent
required by Articles 3.07 and 11.06 of this
code.

Revi sed Law

Sec. 1152.108. GRACE, REI NSTATEMENT, AND NONFORFEI TURE
PROVI SI ONS REQUI RED. (a) An individual variable |life insurance
or individual variable annuity contract delivered or issued for
delivery in this state nust contain grace, reinstatenent, and
nonforfeiture provisions appropriate to the contract.

(b) A group variable contract delivered or issued for
delivery in this state nust contain a grace period provision
appropriate to the contract. (V.T.1.C. Art. 3.75, Sec. 5.)

Source Law

Sec. 5. Each individual variable life
i nsurance or individual variable annuity
contract delivered or issued for delivery in
this state nust contain grace, reinstatenent,
and nonforfeiture provisions appropriate to
the contract. Any group variable contract
delivered or issued for delivery in this
state shall contain a grace period
appropriate to such contract.

Revi sed Law
Sec. 1152.109. VARI ABLE BENEFI TS PROVISIONS. (a) A
contract providing benefits payable in variable amounts that is
delivered or issued for delivery in this state nust state the
essential features of the procedures the insurance conpany wl |
follow in determ ning the dollar anmount of the variable benefits.
(b) A contract under which the benefits vary to refl ect
i nvest ment experience, including a group contract and any
certificate in evidence of variable benefits issued under that
group contract, must state:
(1) onits first page, that the benefits under the
contract are on a variable basis; and
(2) that the dollar amount will vary. (V.T.I.C
Art. 3.75, Sec. 2.)




Source Law

Sec. 2. A contract providing benefits
payabl e in variable anmounts delivered or
issued for delivery in this state nust
contain a statenent of the essential features
of the procedures to be followed by the
i nsurance conpany in determning the dollar
anount of the variable benefits. A contract
under which the benefits vary to reflect
i nvest ment experience, including a group
contract and any certificate in evidence of
vari abl e benefits issued under that contract,
nmust state that the dollar anount wll vary
and nmust contain on its first page a
statenment that the benefits under the
contract are on a vari abl e basis.

[ Sections 1152.110-1152. 150 reserved for expansion]

SUBCHAPTER D. VARI ABLE CONTRACT AGENT' S LI CENSE
Revi sed Law
Sec. 1152.151. VAR ABLE CONTRACT AGENT'S LI CENSE REQUI RED
CRITERIA FOR | SSUANCE. (a) A person may not sell or offer for
sale in this state a variable contract, or act to negotiate,
make, or consummate a variable contract for another, unless the
departnent has licensed the person as a variable contract agent.
(b) The departnment nmay not issue the |license unless the
departnent is satisfied, after exam nation, that the person is
gualified to act as a variable contract agent because of the
person's training, know edge, ability, and character. (V.T.I.C
Art. 3.75, Sec. 7(a) (part).)
Source Law

Sec. 7. (a) Notw thstanding any ot her
| aw of this state, no person shall sell or
offer for sale within this state a variable
contract or do or performany act or thing in
t he sal e, negotiation, making, or
consunmmati ng of any variable contract other
than for hinself, unless such person shal
have a valid and current certificate fromthe
State Board of Insurance authorizing such
person to act within this state as a variable
agent. No such certificate shall be issued
unl ess and until said board is satisfied,
after exam nation, that such person is by
training, know edge, ability, and character



qualified to act as such agent.

Revi sor's Note
(1) Section 7(a), V.T.1.C. Article
3.75, refers to the "sale, negotiation,
maki ng, or consummating of any variable
contract."” The revised law omts "sale"
because its neaning is included in the
meani ng of the other quoted |anguage.
(2) Section 7(a), V.T.1.C. Article
3.75, refers to a "valid and current
certificate" issued to an agent. The
remai nder of Section 7 refers to a "license."
The revised law refers to "license"
t hroughout this subchapter for consistency.
In addition, the revised law omts the
reference to "valid and current” as
unnecessary because the words do not add to
the clear neaning of the law. For exanple, a
docunent purporting to be a license is no
longer a license if it is expired and is not
alicense if it is a forgery.
Revi sed Law
Sec. 1152.152. LICENSE AND EXAM NATI ON FEES. (a) Before
issuing a |license under Section 1152.151, the conm ssioner mnust
receive froman applicant:
(1) a nonrefundable Iicense fee in an anount not to
exceed $50; and
(2) unless the departnment accepts under Article
21.01-1 a qualifying exam nation adm nistered by a testing
service, an exanmi nation fee in an anmount not to exceed $20.
(b) The conmm ssioner shall set the anpbunt of the fees.
(c) A new exam nation fee nust be paid for each
exam nati on
(d) An exam nation fee may not be refunded unl ess the
appl i cant:
(1) not later than 24 hours before the tine the
exam nation begins, notifies the conmm ssioner that an energency
situation exists;
(2) receives the comm ssioner's perm ssion to not take
t he exam nation; and
(3) does not appear to take the exam nation.
(V.T.1.C Art. 3.75, Sec. 7(b) (part).)
Source Law

(b) The Comm ssioner of Insurance shal
coll ect in advance from vari abl e agent
applicants a nonrefundable |icense fee in an



amount not to exceed $50. Unless the State
Board of Insurance accepts a qualifying

exam nation adm nistered by a testing
service, as provided under Article 21.01-1,

| nsurance Code, as anended, the Comm ssioner
of Insurance shall collect in advance from
vari abl e agent applicants an exam nation fee
in an anpbunt not to exceed $20. The State
Board of Insurance shall determ ne the anount
of the fees. A new exam nation fee shall be
paid for each and every exam nation. The
exam nation fee shall not be returned under
any circunstance other than for failure to
appear and take the exam nation after the
applicant has given at |east 24 hours notice
of an enmergency situation to the Conmm ssioner
of Insurance and received the Comm ssioner's
approval .

Revi sed Law
Sec. 1152.153. EXPIRATION. A license issued to a variable
contract agent expires on the second anniversary of the date the
license is issued, unless it is suspended or revoked by the
conm ssi oner before that date. (V.T.1.C Art. 3.75, Sec. 7(c).)
Source Law

(c) Each license issued to a variable
contract agent shall expire two years
followi ng the date of issue, unless prior
thereto it is suspended or revoked by the
Conmi ssi oner of Insurance.

Revi sed Law
Sec. 1152.154. RENEWAL; FEE. (a) A person may renew a
Iicense issued under this subchapter in the manner provided by
Article 21.01-2.
(b) The conmm ssioner shall set the renewal fee in an anount
not to exceed $50.
(c) A person may not renew a license that has been
suspended or revoked. (V.T.1.C. Art. 3.75, Sec. 7(f) (part).)
Source Law

(f) Licenses . . . which have not been
suspended or revoked may be renewed by .
[ payi ng the nonrefundabl e renewal fee] set by
the board in an anobunt not to exceed $50

in accordance with Article 21.01-2 of
this code.



Revi sor's Note

Section 7(f), V.T.1.C. Article 3.75,
states that a |license may be renewed under
Article 21.01-2, and repeats sone of the
requi renents contained in Article 21.01-2.
The revised law omts this redundant | anguage
as unnecessary. The omtted | aw reads:
[ Li censes] which have not expired or
[may be renewed by] filing with the State
Board of Insurance a conpl eted renewal
application and paying the nonrefundabl e
renewal fee . . . on or before the expiration
date of the |icense .

Revi sed Law
Sec. 1152.155. REVOCATION. After notice and a hearing, the
conmi ssi oner may revoke a variable contract agent's license if
t he conm ssioner finds that the |icense hol der does not have the
qualifications required for the issuance of the license.
(V.T.1.C Art. 3.75, Sec. 7(a) (part).)
Source Law

(a) . . . Any such certificate may be
wi t hdrawn and cancell ed by said board, after
notice and hearing, if it shall find that the
hol der thereof does not then have the
qualifications required for issue of such
certificate.

Revi sor's Note
Section 7(a), V.T.1.C. Article 3.75,
states that the departnent may "w t hdraw and
cancel " a variable contract agent's |icense.
Subsequent provisions of Section 7 refer to a
license that is "revoked." For consistency
t hroughout this chapter, the revised | aw
substitutes "revoke" for "w thdraw and
cancel . "
Revi sed Law
Sec. 1152.156. SUSPENSI ON. The conm ssioner shall suspend a
variabl e contract agent's license if the agent is not operating
under an appoi ntnent from an insurance conpany. The comm ssioner
shall term nate the suspensi on when the departnent receives
acceptabl e notice that an appoi ntnment exists. (V.T.I.C
Art. 3.75, Sec. 7(d).)

Source Law

(d) The Comm ssioner of Insurance shal



suspend the license of a variable agent
during any period in which the agent does not
have an outstanding valid appointment. The
Conmi ssi oner of Insurance shall lift the
suspensi on on recei pt by the State Board of

| nsurance of acceptable notice of a valid
appoi nt ment .

Revi sor's Note

Section 7(d), V.T.1.C. Article 3.75,
refers to an "outstanding valid
appointnment."” The revised |aw omts
"out standi ng" and "valid" as unnecessary
because in this context, the neaning of those
terns is included in the nmeaning of an
appointment. If an appointnent is not
"out standi ng,” then no appoi nt nent exists,
and if an appointnment was invalid, then no

appoi ntment was nmade. In addition, the
revised | aw adds "from an i nsurance conpany"
after "appointnment." Section 7(g), V.T.l1.C

Article 3.75, revised as Section 1152. 158,
provi des that an insurance carrier appoints
an agent for the purpose of Section 7; for
consi stency throughout this chapter, the
revi sed | aw substitutes "insurance conpany”
for "insurance carrier.”
Revi sed Law
Sec. 1152.157. APPLI CATI ON FOR LI CENSE AFTER DEN AL OR
REVOCATION. (a) A license applicant or hol der whose application
or |icense has been denied or revoked under this subchapter may
not apply for a license as an insurance agent before the first
anni versary of:
(1) the effective date of the denial or revocation; or
(2) the date of the final court order affirmng that
action, if the applicant or license hol der seeks judicial review
of the denial or revocation.
(b) The conmm ssioner may deny a tinmely filed application if
t he applicant does not show good cause why the denial or
revocation of the previous |icense application or |icense should
not bar the issuance of a newlicense. (V.T.1.C Art. 3.75, Sec.

7(e).)

Source Law

(e) A license applicant or licensee
whose |icense application or |icense has been
deni ed, refused, or revoked under this
section may not apply for any |icense as an



i nsurance agent before the first anniversary
of the effective date of the denial, refusal,
or revocation, or, if the applicant or

| icensee seeks judicial review of the denial,
refusal, or revocation, before the first

anni versary of the date of the final court
order or decree affirmng that action. The
Conmi ssi oner of Insurance may deny an
application tinmely filed if the applicant
does not show good cause why the denial,
refusal, or revocation of the previous

i cense application or |icense should not be
considered a bar to the issuance of a new

i cense.

Revi sor's Note
(1) Section 7(e), V.T.1.C Article
3.75, refers to a license that has been
"deni ed, refused, or revoked." The revised
law omts the references to "refused" because
its neaning is included in the nmeaning of
"deni ed."
(2) Section 7(e), V.T.1.C. Article
3.75, refers to a judicial "order or decree."
The revised |law om ts "decree" because the
terns are synonynous in context and because
"order" is the nore commonly used, nodern
drafting term
Revi sed Law
Sec. 1152.158. MILTI PLE REPRESENTATI ON, APPLI CATI ON; FEES.
(a) A variable contract agent nay apply to act as an agent for
nore than one insurance conpany.
(b) The agent and the insurance conpany nust give notice to
t he departnent of any additional appointnment authorizing the
agent to act as an agent for that conpany. The notice nust be
acconpani ed by:
(1) a certificate fromthe conpany that the conpany
desires to appoint the applicant as its agent;
(2) a nonrefundable fee; and
(3) any other information that the departnent

requires.
(c) The conm ssioner shall set the fee in an anpbunt not to
exceed $16.
(d) The agent may act for the conpany if:
(1) the departnment approves the application for an
addi ti onal appoi ntnent; or
(2) notice of disapproval is not received before the
eighth day after the date on which the departnent received the



conpl eted application and fee. (V.T.I.C. Art. 3.75, Sec. 7(9)

(part).)
Source Law

(g) Any agent licensed under this
article may represent and act as an agent for
nore than one insurance carrier any tine
while the license is in force, if the agent
so desires. Any such agent and the insurance
carrier involved nmust give notice to the
State Board of Insurance of any additional
appoi ntment or appoi ntnments authori zing the
agent to act as agent for an additional
i nsurance carrier or carriers. Such notice
shall be acconpanied by a certificate from
each insurance carrier to be nanmed in each
addi ti onal appoi ntnment that said insurance
carrier desires to appoint the applicant as
its agent. This notice shall also contain
such other information as the State Board of
| nsurance may require. The agent or conpany
shall be required to pay a nonrefundable fee
in an amount not to exceed $16 as determ ned
by the State Board of Insurance for each
addi ti onal appoi ntnent applied for, which fee
shal | acconpany the notice. |If approval of
t he additional appointnent is not received
fromthe board before the eighth day after
t he date on which the conpl eted application
and fee were received by the board, the agent
and the insurance carrier, in the absence of
notice of disapproval, may assune that the
board approves the application, and the agent
may act for the insurance carrier.

Revi sed Law
Sec. 1152.159. DUPLICATE LICENSE. (a) A variable contract
agent may request a duplicate for a |license issued under this
subchapt er
(b) The comm ssioner nmust collect a duplicate |icense fee
fromthe agent before providing the duplicate to the agent. The
conmi ssi oner shall set the fee in an anmount not to exceed $20.
(V.T.1.C. Art. 3.75, Sec. 7(h).)
Source Law

(h) Duplicate License; Fee. The
Comm ssi oner of Insurance shall collect in
advance from agents requesting duplicate



licenses a fee not to exceed $20. The State
Board of | nsurance shall determ ne the anmount
of the fee.

Revi sed Law
Sec. 1152.160. USE OF FEES. The departnent shall deposit a
fee coll ected under this subchapter to the credit of the Texas
Department of |nsurance operating account, to be used to
adm ni ster this subchapter and Article 21.07-1. (V.T.1.C
Art. 3.75, Secs. 7(b) (part), (g) (part).)
Source Law

(b) . . . Al fees collected pursuant
to this section shall be deposited in the
State Treasury to the credit of the State
Board of Insurance operating fund to be used
to administer the provisions of this section
and Article 21.07-1, Insurance Code, as
anmended.

(g) . . . Al fees collected pursuant
to this section shall be deposited in the
State Treasury to the credit of the State
Board of Insurance operating fund to be used
to administer the provisions of this article
and Article 21.07-1, Insurance Code, as
amended.

Revi sor's Note
Sections 7(b) and (g), V.T.I.C. Article
3.75, state that fees "shall be deposited in
the State Treasury to the credit of the State
Board of Insurance operating fund." Under
Chapter 4, Acts of the 72nd Legi sl ature, 1st
Cal | ed Session, 1991, the Texas Departnent of
| nsurance operating fund (the | ater nane of
the State Board of I|nsurance operating fund)
was converted to an account in the general
revenue fund. The revised | aw has been
drafted accordingly.
[ Sections 1152.161-1152. 200 reserved for expansion]
SUBCHAPTER E. MODI FI ED GUARANTEED CONTRACTS
Revi sed Law
Sec. 1152.201. DEFINITION. In this subchapter, "nodified
guaranteed contract” means an individual life insurance policy or
deferred annuity contract as to which:
(1) the underlying assets are held in a separate
account; and




(2) the values are guaranteed if the policy or
contract is held for a specified period. (V.T.1.C. Art. 3.75,
Sec. 10(a) (part).)
Source Law

Sec. 10. (a) For purposes of this
section, "nodified guaranteed contracts”
means i ndividual policies of life insurance
and deferred annuity contracts, the
underlying assets of which are held in a
separate account and the val ues of which are
guaranteed if held for specified
peri ods.

Revi sed Law

Sec. 1152.202. APPLICABILITY OF LAWS GOVERNI NG LI FE
| NSURANCE COMPANI ES. Unl ess ot herw se approved by the
conmi ssioner, the laws of this state governing the investnents of
life insurance conpanies apply to an asset held in a separate
account that relates to a nodified guaranteed contract that
provi des for nonforfeiture values that may vary based on a
mar ket - val ue adjustnment fornmula. (V.T.1.C. Art. 3.75, Sec. 10(b)

(part).)

Source Law

(b) Notw thstandi ng any provision of
this article to the contrary, the follow ng
requi renents shall apply to nodified
guar ant eed contracts:

(1) Unless otherw se approved by
t he Comm ssioner, assets held in separate
accounts, relating to nodified guaranteed
contracts providing nonforfeiture val ues
whi ch may vary based on a narket-val ue
adj ustnment formula, shall be subject to the
requirenents and limtations prescribed by
the laws of this state governing the
investnments of life insurance
conpani es.

Revisor's Note

Section 10(b)(1), V.T.1.C Article 3.75,
states that a nodified guaranteed contract is
subject to the "requirenents and limtations
prescribed by the laws of this state.” The
revised law omts the reference to
"requirenents and limtations" for the reason
stated in the revisor's note to Section




1152. 056.
Revi sed Law
Sec. 1152.203. RULES. In addition to any rul es adopted
under Section 1152.002, the conm ssioner may adopt reasonabl e
rules that apply only to a nodified guaranteed contract, to
appropriately regul ate:
(1) a nodified guaranteed contract under this chapter;

and
(2) the separate account nmaintained in relation to a
nodi fi ed guaranteed contract. (V.T.1.C. Art. 3.75, Sec. 10(c).)
Source Law

(c) The State Board of I|nsurance may
promul gate reasonabl e rules, which are
separate from any rul es adopted under Section
8 of this article and applicable to nodified
guaranteed contracts only, as are appropriate
for the regulation of nodified guaranteed
contracts under this article and the separate
accounts maintained with respect to the sane.

Revi sed Law

Sec. 1152.204. NONFORFEI TURE VALUES. (a) A nodified
guaranteed contract must contain nonforfeiture values that are
based on a market-value adjustnment fornula if the contract is
held for a period shorter than the period specified in the
contract. The formula may or may not reflect the value of assets
held in the separate account.

(b) A nodified guaranteed contract nust promnently state
on its first page that the nonforfeiture values may increase or
decrease based on the market-value fornula specified in the
contract. (V.T.1.C. Art. 3.75, Secs. 10(a) (part), (b) (part).)

Source Law

Sec. 10. (a) . . . They contain
nonforfeiture values that are based upon a
mar ket - val ue adjustnent fornmula if held for
shorter periods. This fornula may or may not
reflect the value of assets held in the
separ at e account.

(b) . . . [the follow ng requirenents
shal |l apply to nodified guaranteed
contracts:|]

(3) Any nodified guaranteed
contract shall contain, on its first page, a
prom nent statenent that the nonforfeiture
val ues may increase or decrease, based on the



1152. 107 shal

mar ket -val ue fornul a specified in the
contract.

Revi sed Law

Sec. 1152.205. SEPARATE ACCOUNT STATEMENT. An insurance
conpany that files a separate account statenent under Section

include in that statenent a statenent for each

separate account that relates to a nodified guaranteed contract.

(V.T.1.C. Art.

Sec.
Sec.

Sec.
Sec.
Sec.
Sec.
Sec.

Sec.
Sec.

Sec.
Sec.
Sec.

Sec.
Sec.
Sec.
Sec.

3.75, Sec. 10(b) (part).)

Source Law

(b) . . . [the follow ng requirenents
shal |l apply to nodified guaranteed
contracts: ]

(2) Separate accounts, relating to
nodi fi ed guaranteed contracts, shall be
included in the separate account annual
statenment filed by the insurance conpany
pursuant to Section 6 of this article.
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CHAPTER 1153. CREDIT LI FE | NSURANCE AND CREDI T
ACCI DENT AND HEALTH | NSURANCE
SUBCHAPTER A. CGENERAL PROVI SI ONS
Revi sed Law
Sec. 1153.001. SHORT TITLE. This chapter may be cited as
the Act for the Regulation of Credit Life Insurance and Credit
Accident and Health Insurance. (V.T.1.C. Art. 3.53, Sec. 2,
Subsec. A(1).)

Sour ce Law

Sec. 2. A (1) This Act may be



cited as "The Model Act for the Regul ation of
Credit Life Insurance and Credit Accident and
Heal th | nsurance. "

Revi sor's Note
Subsection A(1), Section 2, V.T.I.C
Article 3.53, provides that Article 3.53 may
be cited as "The Mddel Act for the Regul ation
of Credit Life Insurance and Credit Accident
and Health I nsurance.” Because Article 3.53,
revised as this chapter, has been enacted by
the legislature and is law, the revised | aw
omts "Model."
Revi sed Law
Sec. 1153.002. PURPOSE; LEGQ SLATIVE | NTENT; CONSTRUCTI ON.
(a) The purpose of this chapter is to pronote the public welfare
by regulating credit life insurance and credit accident and
heal t h i nsurance.
(b) This chapter is not intended to prohibit or discourage
reasonabl e conpetition.
(c) This chapter shall be liberally construed. (V.T.1.C
Art. 3.53, Sec. 1.)

Source Law

Art. 3.53

Sec. 1. The purpose of this Act is to
pronote the public welfare by regulating
credit life insurance and credit accident and
heal th i nsurance. Nothing in this Act is
intended to prohibit or discourage reasonable
conpetition. The provisions of this Act
shall be liberally construed.

Revi sed Law
Sec. 1153.003. DEFINITIONS. In this chapter:

(1) "Credit accident and health insurance" neans
i nsurance to provide indemity for paynents that becone due on a
specific credit transaction of a debtor when the debtor is
di sabl ed, as defined in the insurance policy.

(2) "Credit life insurance” neans insurance on the
life of a debtor in connection with a specific credit
transacti on.

(3) "Credit transaction” includes the |ending of

noney.
(4) "Creditor" neans:
(A) a person who | ends noney or who sells or
| eases goods, services, property, rights, or privileges, for
whi ch the paynment is arranged through a credit transaction;



(B) a successor to the right, title, or interest
of a person described by Paragraph (A); or

(C a person who is in any way associated with a
person descri bed by Paragraph (A) or (B), including a director
of ficer, enployee, affiliate, associate, or subsidiary of the
person descri bed by Paragraph (A) or (B).

(5) "Debtor" neans a person who borrows noney or who
purchases or | eases goods, services, property, rights, or
privileges, the payment for which is arranged through a credit
transaction. (V.T.1.C Art. 3.53, Sec. 2, Subsec. B (part).)

Source Law

B. For the purpose of this Act:

(1) "Credit life insurance" neans
insurance on the life of a debtor pursuant to
or in connection with a specific |oan or
other credit transaction;

(2) "Credit accident and health
i nsurance" nmeans insurance on a debtor to
provi de indemity for paynents becom ng due
on a specific loan or other credit
transaction while the debtor is disabled as
defined in the policy;

(3) "Creditor" neans the | ender of
noney or vendor or |essor of goods, services,
or property, rights or privileges, for which
paynment is arranged through a credit
transaction, or any successor to the right,
title or interest of any such | ender, vendor,
or lessor, and an affiliate, associate, or
subsidiary of any of themor any director,
of ficer or enployee of any of them or any
ot her person in anyway associated with any of
t hem

(4) "Debtor"™ neans a borrower of
nmoney or a purchaser or |essee of goods,
services, property, rights or privileges for
whi ch paynment is arranged through a credit
transacti on;

Revisor's Note

(1) Subsection B(5), Section 2,
V.T.1.C. Article 3.53, defines
"i ndebtedness.” The article generally uses
the termto refer to the debt that is the
foundation of a credit transaction.
Thr oughout this chapter, the revised | aw
substitutes for that termthe nore commonly




Sec.

1153. 004.

used term"debt.” The omtted | aw reads:

(3) "Indebtedness" neans the total
anount payable by a debtor to a creditor in
connection with a loan or other credit
transacti on;

(2) Subsection B(6), Section 2,
V.T.1.C. Article 3.53, defines
"conmi ssioner.” The revised law omts the
definition as unnecessary. Chapter 31 of this
code defines "conm ssioner” for purposes of
this code and the other insurance | aws of
this state to mean the conm ssi oner of
i nsurance. That definition applies to this
chapter. The omtted | aw reads:

(6) "Conmm ssioner"” neans The

Comm ssi oner of Insurance;

(3) Subsection B(7), Section 2,
V.T.1.C. Article 3.53, defines "State Board
of Insurance.” The revised law omts the
definition. Chapter 685, Acts of the 73rd
Legi sl ature, Regul ar Session, 1993, abolished
the State Board of Insurance and transferred
its functions to the conmm ssioner of
i nsurance and the Texas Departnent of
| nsurance. Chapter 31 of this code defines
"departnment” for purposes of this code and
the other insurance laws of this state to
mean the Texas Departnent of Insurance.

Thr oughout this chapter, references to the
State Board of |nsurance have been changed
appropriately. The omtted | aw reads:

(7) "State Board of Insurance”
means the three (3) nenber State Board of
| nsur ance.

(4) V.T.I1.C Article 3.53 contains
several references to the phrase "l oan or
other credit transaction.” The definition of
"credit transaction” is added to the revised
| aw for drafting convenience and to elimnate
frequent, unnecessary repetition of the
substance of the definition. Throughout this
chapter, references to that phrase have been
changed as appropri ate.

Revi sed Law
APPLI CABI LI TY OF CHAPTER. (a) This chapter




applies to life insurance and acci dent and heal th insurance that
is sold in connection with a credit transaction that is charged
to or paid for by, in whole or part, the debtor, except insurance
that is issued or sold:
(1) in connection with a credit transaction of nore
than 10 years' duration;
(2) in connection with a credit transaction that is:
(A) secured by a first nortgage or deed of trust;
and
(B) nmade to:

(i) finance the purchase of commercial rea
property or the construction of or inprovenent to a buil ding,
other than a single-famly dwelling, on the real property if the
pur chase, construction, or inprovenent is secured by a lien on
the real property; or

(ii) refinance a credit transaction nade for
a purpose described by Subparagraph (i); or

(3) as an isolated transaction on the part of the
insurer that is not related to an agreenment or a plan for
insuring debtors of the creditor.

(b) This chapter applies to insurance described by
Subsection (a) regardl ess of the nature, kind, or plan of the
credit insurance coverage or prem um paynment system and
regardl ess of whether the credit insurance is charged to or paid
for by the debtor directly or indirectly. (V.T.1.C. Art. 3.53,
Sec. 2, Subsec. A(2).)

Source Law

(2) Al life insurance and al
accident and health insurance sold in
connection with I oans or other credit
transactions, the premiumfor which is
charged to or paid for in whole or in part
either directly or indirectly by the debtor,
shall be subject to the provisions of this
Act, regardless of the nature, type or plan
of the credit insurance coverage or prem um
paynent system except:

(a) insurance issued or sold
in connection with a loan or other credit
transaction of nore than 10 years' duration;

(b) insurance issued or sold
in connection with a credit transaction that
iS:

(i) secured by a first
nort gage or deed of trust; and

(ii) made to finance the
purchase of commercial real property or the



construction of or inprovenent to a buil ding
other than a single famly dwelling on the
real property if the purchase, construction,
or inprovenent is secured by a lien on the
real property, or to refinance a credit
transacti on nmade for those purposes; or

(c) insurance issued or sold
as an isolated transaction on the part of the
insurer not related to an agreenent or a plan
for insuring debtors of the creditor.

Revi sed Law
Sec. 1153.005. RULES. After notice and a hearing, the
conmi ssi oner may adopt rules to inplenent this chapter.
(V.T.1.C Art. 3.53, Sec. 12 (part).)
Source Law

Sec. 12. The State Board of Insurance
may, after notice and hearing, issue such
rules and regulations as it deens appropriate
for the supervision of this Act.

Revi sor's Note
Section 12, V.T.1.C. Article 3.53,
refers to "rules and regulations.” The
reference to "regulations” is omtted from
t he revised | aw because under Section
311. 005(5), CGovernnent Code (Code
Construction Act), arule is defined to
include a regulation. That definition
applies to the revised | aw
Revi sed Law
Sec. 1153.006. FILING FEE. (a) The departnment shall set
and collect a fee for a formor schedule filed under this chapter
in an anmpunt not to exceed $200.
(b) Fees collected under this section shall be deposited in
t he Texas Departnent of Insurance operating account. (V.T.I.C
Art. 3.53, Sec. 7, Subsec. H)
Source Law

H. The departnent shall charge a fee,
in an anount to be determ ned by the
departnent but not to exceed $200, for a form
or schedule filed under this article. Fees
coll ected shall be deposited in the state
treasury to the credit of the departnent
operating fund.



Revi sor's Note

Subsection H, Section 7, V.T.I.C
Article 3.53, states that fees "shall be
deposited in the state treasury to the credit
of the departnent operating fund." Under
Chapter 4, Acts of the 72nd Legi sl ature, 1st
Cal | ed Session, 1991, the Texas Departnent of
| nsurance operating fund was converted to an
account in the general revenue fund. The
revi sed | aw has been drafted accordingly.

Revi sed Law

Sec. 1153.007. GAIN OR ADVANTAGE FROM | NSURANCE NOT
PROH Bl TED CHARGE. (a) The premiumor cost of credit life
i nsurance or credit accident and heal th insurance authorized
under this chapter is not considered to be interest, a charge,
consideration, or an ampunt in excess of permtted charges in
connection with the underlying credit transaction.

(b) Any benefit, return, or other gain or advantage to the
creditor arising out of the sale or provision of the insurance
under this chapter is not a violation of any law of this state.
(VW.T.1.C. Art. 3.53, Sec. 9 (part).)

Source Law

Sec. 9. . . . The premiumor cost of
such insurance allowed herein shall not be
deened interest, or charges, or
consi deration, or an anmount in excess of
permtted charges in connection with the |oan
or other credit transaction, and any benefit
or return or other gain or advantage to the
creditor arising out of the sale or provision
of such insurance shall not be deened a
viol ation of any |law, General or Special, of
the State of Texas.

[ Sections 1153. 008-1153. 050 reserved for expansion]

SUBCHAPTER B. FORMS
Revi sed Law

Sec. 1153.051. FILING OF FORM (a) An insurer shall file
with the conm ssioner the formof each policy, certificate of
i nsurance, notice of proposed insurance, application for
i nsurance, endorsenent, and rider to which this chapter applies
that is delivered or issued for delivery in this state.

(b) If a group policy of credit life insurance or credit
accident and health insurance is delivered in another state, the
insurer is required to file only the group certificate and notice
of proposed insurance delivered or issued for delivery in this




state, as specified in Section 1153. 052.

(c) The conm ssioner shall approve a certificate filed
under Subsection (b) if it confornms with the requirenents
provi ded by Section 1153.052 and if the schedule of premumrates
applicable to the insurance evidenced by that certificate or
noti ce does not exceed the presunptive premumrate established
by the conm ssioner. (V.T.I1.C. Art. 3.53, Sec. 7, Subsecs. A
(part), F (part).)

Source Law

Sec. 7. A Al policies, certificates
of insurance, notices of proposed insurance,
applications for insurance, endorsenents and
riders delivered or issued for delivery in
this State and . . . shall be filed with the
Comm ssi oner.

F. If a group policy of credit life
i nsurance or credit accident and health
i nsurance

(it) . . . is delivered in
another State . . . after the effective date
of this Act, the insurer shall be required to
file only the group certificate and notice of
proposed i nsurance delivered or issued for
delivery in this State as specified in
Subsection B of Section 6 of this Act and
such certificate shall be approved by the
Conmi ssioner if it conforns with the
requi renents specified in said Subsection and
if the schedule of premumrates applicable
to the insurance evidenced by such
certificate or notice is not in excess of the
presunptive premiumrate established by the
Boar d.

Revi sor's Note

Subsection F, Section 7, V.T.I.C
Article 3.53, provides a special filing
requi rement for group policies delivered
before the effective date of the act that
added that section. That act was enacted by
the 58th Legislature and took effect in 1963.
The revised law omts as executed the part of
the transitional provision relating to those
policies. The omtted | aw reads:

F




(i) has been delivered in this
State before the effective date of this Act,
or

(iit) has been or . . . [delivered
in another State] before or . . . [the
effective date of this Act]

Revi sed Law
Sec. 1153.052. REQUI REMENTS RELATI NG TO | NSURANCE POLI CY OR
CERTIFI CATE. (a) A policy or certificate of credit life
i nsurance or credit accident and health insurance nust:
(1) specify:
(A) the nane and honme office address of the

i nsurer;

(B) the name of each debtor

(C© in the case of a certificate under a group
policy, the identity, by name or otherw se, of each insured,

(D) the full anmount of prem umor the total
identifiable insurance charge, if any, to the debtor, separately
for credit life insurance and credit accident and health
i nsurance; and

(E) each exception or limtation to or
restriction on the coverage;

(2) describe the coverage, including the anmount and
termof the coverage; and

(3) state that the benefits are to be paid to the
creditor to reduce or extinguish the unpaid anount of the debt
and that any anount of benefits that exceeds the unpaid debt is
to be paid to a beneficiary, other than the creditor, named by
the debtor or to the debtor's estate.

(b) The requirenents of this section are in addition to the
ot her requirenents of law. (V.T.1.C Art. 3.53, Sec. 6, Subsec.
B.)

Source Law

B. Each individual policy or group
certificate of credit life insurance, and/or
credit accident and health insurance shall,
in addition to other requirenents of |aw, set
forth the name and hone office address of the
insurer, the name or nanes of the debtor and,
in the case of a certificate under a group
policy, the identity by name or otherw se of
t he person or persons insured, the ful
anmount of premumor the total identifiable
i nsurance charge, if any, to the debtor,
separately for credit life insurance and
credit accident and health insurance, a



description of the coverage including the
anount and termthereof, and any exceptions,
[imtations and restrictions, and shall state
that the benefits shall be paid to the
creditor to reduce or extinguish the unpaid

i ndebt edness and, wherever the anmount of

i nsurance may exceed the unpaid indebtedness,
that any such excess shall be payable to a
beneficiary, other than the creditor, naned
by the debtor or to his estate.

Revi sed Law
Sec. 1153.053. DI SAPPROVAL OF FORM (a) Not later than
the 60th day after the date an insurer files a formunder Section
1153. 051, the comm ssioner shall disapprove the formif:
(1) the benefits provided are not reasonable in
relation to the prem um charge; or
(2) the formcontains a provision that:
(A) is unjust, unfair, inequitable, msleading,

or decepti ve;

(B) encourages m srepresentation of the coverage;
or

(C is contrary to this code or a rule adopted
under this code.

(b) The conmm ssioner shall specify in the notice of
di sapproval of a formthe reason for the disapproval and state
that, if the insurer delivers to the comm ssioner a witten
request for a hearing on the disapproval of the form the hearing
will be granted not later than the 20th day after the date of the
request. (V.T.1.C. Art. 3.53, Sec. 7, Subsecs. B, C (part).)
Source Law

B. The Comm ssioner shall within sixty
(60) days after the filing of any such
policies, certificates of insurance, notices
of proposed insurance, applications for
i nsurance, endorsenents and riders,
di sapprove any such formif the benefits
provided therein are not reasonable in
relation to the prem umcharge, or if it
cont ai ns provisions which are unjust, unfair,
i nequi tabl e, m sl eadi ng, deceptive or
encourage m srepresentati on of the coverage,
or are contrary to any provision of the
| nsurance Code or of any rule or regul ation
promul gat ed her eunder

C . . . In such notice, the
Conmi ssi oner shall specify the reason for his



di sapproval and state that a hearing will be
granted within twenty (20) days after request
in witing by the insurer.

Revisor's Note
Subsection B, Section 7, V.T.1.C
Article 3.53, refers to "any rule or
regulation.”™ The reference to "regulation”
is omtted fromthe revised | aw for the
reason stated in the revisor's note under
Section 1153. 005.
Revi sed Law
Sec. 1153.054. W THDRAWAL OF APPROVAL OF FORM The
conmi ssioner may hold a hearing on the withdrawal of the approval
of a formnot earlier than the 21st day after the date witten
notice of the hearing is given to the insurer who submtted the
form The notice of the hearing nust state the reason for the
proposed wit hdrawal of approval. At any tinme after the hearing,
t he conmm ssioner may wi t hdraw approval of the formfor any ground
provi ded by Section 1153.053(a). (V.T.1.C Art. 3.53, Sec. 7
Subsec. D.)

Source Law

D. The Conm ssioner may, at any tine
after a hearing held not |ess than twenty
(20) days after witten notice to the
insurer, withdraw his approval of any such
formon any ground set forth in Subsection B
above. The witten notice of such hearing
shall state the reason for the proposed
wi t hdrawal .

Revi sed Law

Sec. 1153.055. PROH BI TI ONS RELATI NG TO | SSUANCE OR USE OF
FORM (a) A policy, certificate of insurance, notice of
proposed insurance, application for insurance, endorsenent, or
rider to which this chapter applies may not be issued or used
before the 61st day after the date the formis filed with the
conmi ssi oner under Section 1153. 051, unless the comm ssioner
gives prior witten approval of the issuance or use of the form

(b) An insurer who is notified by the comm ssioner that a
formis disapproved may not issue or use that form

(c) After the effective date of the withdrawal of the
approval of a formunder Section 1153.054, the insurer may not
i ssue or use that form (V.T.1.C. Art. 3.53, Sec. 7, Subsecs. C

(part), E.)




Source Law

C. If the Comm ssioner notifies the
insurer that the formis disapproved, it is
unl awful thereafter for such insurer to issue
or use such form . . . No such policy,
certificate of insurance, notice of proposed
i nsurance, nor any application, endorsenent
or rider, shall be issued or used until the
expiration of sixty (60) days after it has
been so filed, unless the Comm ssioner shal
give his prior witten approval thereto.

E. It shall not be lawful for the
insurer to issue such forns or use them after
the effective date of such w t hdrawal

[ Sections 1153. 056-1153. 100 reserved for expansion]

SUBCHAPTER C. RATES
Revi sed Law
Sec. 1153.101. FILING OF SCHEDULE OF RATES. An insurer
shall file with the comm ssioner each schedule of prem umrates
relating to a docunent required to be filed under Section
1153.051. (V.T.1.C. Art. 3.53, Sec. 7, Subsec. A (part).)
Source Law

A. [Al policies, certificates of
i nsurance, notices of proposed insurance,
applications for insurance, endorsenents and
riders delivered or issued for delivery in
this State and] the schedul es of prem um
rates pertaining thereto shall be filed with
t he Conm ssi oner.

Revi sed Law

Sec. 1153.102. REVISION OF SCHEDULE OF RATES. (a) An
insurer may revise its schedules of premumrates for various
cl asses of busi ness.

(b) The insurer shall file the revised schedul es and
cl asses of business with the comm ssioner.

(c) An insurer may not issue a credit life insurance policy
or credit accident and health insurance policy for which the
prem umrate exceeds the rate determ ned by using the appropriate
schedul e for that class of business that the insurer has on file
with the comm ssioner. (V.T.1.C Art. 3.53, Sec. 8, Subsec.
A(l1).)




Source Law

Sec. 8. A (1) Any insurer may revise
its schedules of premiumrates for various
cl asses of business fromtine to tinme, and
shall file such revised schedul es and cl asses
of business with the Comm ssioner. No
insurer shall issue any credit |ife insurance
policy or credit accident and health
i nsurance policy for which the premumrate
exceeds that determ ned by the schedul es and
cl asses of business of such insurer as then
on file with the Comm ssi oner.

Revi sor's Note

Subsection A(1), Section 8, V.T.I.C
Article 3.53, provides that an insurer may
revise its schedules of premumrates "from
time to tine." The revised law omts the
guot ed | anguage as unnecessary because the
power to take an action includes the power to
act "fromtinme to tine.'

Revi sed Law

Sec. 1153.103. PRESUWPTI VE PREM UM RATE. (a) After notice
and a hearing, the comm ssioner may pronul gate a presunptive
premumrate for various classes of business and terns of
cover age.

(b) The conm ssioner shall hold a hearing required under
Subsection (a) in accordance with the contested case provisions
of Chapter 2001, Governnent Code.

(c) In determining the presunptive premumrate, the
conmi ssi oner shall consider any relevant data, including
reasonabl e acquisition costs, loss ratios, admnistrative
expenses, reserves, |loss settlenment expenses, the type or class
of business, the duration of various credit transactions, and
reasonabl e and adequate profits to the insurers.

(d) In determning the presunptive premumrate, the
conmmi ssioner may not set or limt the anount of conpensation
actually paid by a conpany to an agent but may request from an
insurer or agent any relevant data relating to the presunptive
premumrate, including information relating to conpensation paid
for the sale of credit insurance, expenses, |osses, and profits.
An insurer or agent shall provide the requested information to
the conm ssioner in a tinmely manner.

(e) The conm ssioner may not pronul gate a presunptive
premumrate that is unjust, unreasonable, inadequate,
confiscatory, or excessive to the insureds, the insurers, or the
agents.




(f) It is arebuttable presunption that the presunptive
premumrate is just, reasonable, adequate, and not excessive.

(V.T.1.C. Art.

3.53, Sec. 8, Subsecs. A(2), (3).)

Source Law

(2) The State Board of |nsurance
may, after notice and hearing, adopt and
pronul gate a presunptive premumrate for
various classes of business and ternms of
coverage which shall be presuned, subject to
a rebuttal of such presunption, to be just,
reasonabl e, adequate, and not excessive. Any
hearing conducted pursuant to this section
shall be held in accordance with the
contested case provisions of the
Adm ni strative Procedure and Texas Regi ster
Act (Article 6252-13a, Vernon's Texas Cvil
Stat utes).

(3) In determning the presunptive
premumrate, the board shall consider
reasonabl e acquisition costs, loss rati os,
and adm ni strative expenses, reserves, |oss
settl enent expenses, the type or class of
busi ness, the duration of various credit
transacti ons, reasonable and adequate profits
to the insurers, and other relevant data.

The board nay not set a presunptive prem um
rate that is unjust, unreasonable,

i nadequate, confiscatory, or excessive to the
insurers, the insureds, or agents. The board
may not fix or limt the amount of
conpensation actually paid by a conpany to an
agent. The board may request information
fromany insurer or agent with respect to
conpensation paid for the sale of credit

i nsurance, expenses, |osses, profits, and any
other relevant data relating to the
presunptive premumrate and it is the duty
of each insurer or agent to provide such
information to the board in a tinely manner.

Revisor's Note

(1) Subsection A(2), Section 8,
V.T.1.C. Article 3.53, authorizes the State
Board of Insurance (now the Texas Depart nment
of Insurance) to "adopt and promul gate a
presunptive premumrate.” In the revision
of insurance laws, rules are "adopted" (See




Sections 36.001 and 37.001, Insurance Code)
and rates are "pronul gated” (See Sections
40. 051 and 40. 052, Insurance Code). Thus,
the revised | aw substitutes "pronul gate" for
"adopt and pronul gate. "
(2) Subsection A(2), Section 8,
V.T.1.C. Article 3.53, refers to the
Adm ni strative Procedure and Texas Regi ster
Act (Article 6252-13a, Vernon's Texas G vil
Statutes). The relevant portion of that
article was codified in 1993 as Chapter 2001,
Government Code, and the revised law is
drafted accordingly.
Revi sed Law
Sec. 1153.104. APPEAL OF PRESUMPTI VE RATE. Any person who
is aggrieved by any action of the comm ssioner taken in the
setting of a presunptive rate may appeal the action, in
accordance with Subchapter D, Chapter 36, not later than the 30th
day after the date the conm ssioner took the action. (V.T.I1.C
Art. 3.53, Sec. 8, Subsec. A(4).)
Source Law

(4) Any person aggrieved by the
action of the board in the setting of a
presunptive rate or any other action taken
with regard to the setting of such
presunptive rate may within 30 days fromthe
date the board took the action conpl ai ned of
appeal in accordance with Article 1.04 of
t hi s code.

Revi sor's Note
Subsection A(4), Section 8, V.T.I.C
Article 3.53, refers to Article 1.04,
| nsurance Code. That article was codified in
1999 as Subchapter D, Chapter 36, |nsurance
Code. The revised law is drafted
accordingly.
[ Sections 1153. 105-1153. 150 reserved for expansion]
SUBCHAPTER D. CREDI T | NSURANCE REQUI REMENTS
Revi sed Law
Sec. 1153.151. FORMS OF CREDIT LIFE INSURANCE. Credit life
i nsurance may be issued only as:
(1) an individual policy of life insurance issued to a
debtor on a term plan; or
(2) a group policy of life insurance issued to a
creditor on a termplan providing insurance on the |lives of
debtors. (V.T.1.C. Art. 3.53, Sec. 3 (part).)




Source Law

Sec. 3. Credit life insurance

and . . . shall be issued only in the
followi ng forns:
A. Individual policies of life

i nsurance issued to debtors on the term pl an;

C. Goup policies of life
i nsurance issued to creditors providing
i nsurance upon the lives of debtors on the
term pl an;

Revi sed Law
Sec. 1153.152. FORMS OF CREDI T ACCI DENT AND HEALTH
| NSURANCE. Credit accident and health insurance may be issued
only as:

(1) an individual policy of accident and health
i nsurance issued to a debtor on a term pl an;

(2) a disability benefit provision in an individual
policy of credit life insurance;

(3) a group policy of accident and heal th insurance
issued to a creditor on a termplan insuring debtors; or

(4) a disability benefit provision in a group policy
of credit life insurance. (V.T.1.C Art. 3.53, Sec. 3 (part).)

Source Law

Sec. 3. . . . credit accident and
heal th i nsurance shall be issued only in the
foll owi ng forns:

B. Individual policies of accident
and heal th insurance issued to debtors on a
termplan or disability benefit provisions in
i ndi vidual policies of credit |ife insurance;

D. Goup policies of accident and
heal th insurance issued to creditors on a
termplan insuring debtors or disability
benefit provisions in group credit life
i nsurance policies to provide such coverage.

Revi sed Law
Sec. 1153.153. EVIDENCE OF I NSURANCE. Credit life
i nsurance or credit accident and health insurance shall be
evi denced by an individual policy or group certificate of
insurance. (V.T.1.C. Art. 3.53, Sec. 6, Subsec. A (part).)




Source Law

Sec. 6. A Al credit life insurance
and credit accident and health insurance
shall be evidenced by an individual policy,
or in the case of group insurance by a
certificate of insurance,

Revi sed Law

Sec. 1153.154. REQUI REMENTS FOR DELI VERY OR | SSUANCE OF
CREDI T | NSURANCE POLICY. A policy of credit life insurance or
credit accident and health insurance that is delivered or issued
for delivery in this state may be delivered or issued for
delivery only by an insurer authorized to engage in the business
of insurance in this state and may be issued only through a
hol der of a license issued by the comm ssioner. (V.T.1.C
Art. 3.53, Sec. 9 (part).)

Source Law

Sec. 9. Al policies of credit life
i nsurance and credit accident and health
i nsurance shall be delivered or issued for
delivery in this State only by an insurer
authorized to do an i nsurance business
therein, and shall be issued only through
hol ders of |icenses issued by the
Comm ssi oner.

Revi sed Law

Sec. 1153.155. LIMTS ON AMOUNT OF CREDI T LI FE | NSURANCE
(a) The initial anount of credit life insurance on a debtor may
not exceed the total amount of debt repayabl e under the contract
t hat evidences the credit transaction.

(b) If the debt is repayable in substantially equal
instal l ments, the anmount of insurance may not at any tinme exceed
the greater of the schedul ed or actual unpaid anpbunt of the debt
under the contract. (V.T.1.C Art. 3.53, Sec. 4, Subsec. A)

Source Law

Sec. 4. A (1) The initial amunt of
credit life insurance on any debtor shall not
exceed the total amount repayabl e under the
contract of indebtedness and, where an
i ndebt edness is repayable in substantially
equal installnments, the anobunt of insurance
shall at no time exceed the schedul ed or
actual anount of unpai d indebtedness,
whi chever is greater



Revi sed Law

Sec. 1153.156. LIMTS ON AMOUNT OF CREDI T ACCI DENT AND
HEALTH | NSURANCE. (a) The total anount of indemity payable by
credit accident and health insurance may not exceed the total
anount of debt repayabl e under the contract that evidences the
credit transaction.

(b) The amount of a periodic indemity paynment may not
exceed the schedul ed periodic installnment paynent on the debt.
(V.T.1.C. Art. 3.53, Sec. 4, Subsec. B.)

Source Law

B. The total amount of indemity
payabl e by credit accident and health
insurance in the event of disability as
defined in the policy on any debtor, shal
not exceed the total anmount repayabl e under
t he contract of indebtedness and the anount
of each periodic indemity paynent shall not
exceed the schedul ed periodic install nment
paynment on the indebtedness.

Revi sed Law

Sec. 1153.157. BEG NNI NG OF TERM OF CREDI T | NSURANCE
COVERACE. (a) Except as otherw se provided by this section, the
termof credit life insurance or credit accident and health
i nsurance begi ns, subject to acceptance by the insurer, on the
date that the debtor becones obligated to the creditor

(b) Wth respect to an obligation that exists when a group
policy takes effect, coverage begins on the later of the
effective date of the policy or the date of enrollnent for
coverage under the policy.

(c) |If evidence of insurability is required and is provided
after the 30th day after the date the debtor becones obligated to
the creditor, the termof the insurance nmay begin on the date the
i nsurance conpany determ nes that the evidence is satisfactory.
(VW.T.1.C. Art. 3.53, Sec. 5 (part).)

Source Law

Sec. 5. The termof any credit life
i nsurance or credit accident and health
i nsurance shall, subject to acceptance by the
i nsurer, commence on the date when the debtor
beconmes obligated to the creditor, except
that, where a group policy provides coverage
Wi th respect to existing obligations, the
i nsurance on a debtor with respect to such
i ndebt edness shall comrence on the effective
date of the policy or the date of enroll nent



for coverage under the group policy,

whi chever is later. Were evidence of
insurability is required and such evidence is
furni shed nore than thirty (30) days after

t he date when the debtor becones obligated to
the creditor, the termof the insurance may
commence on the date on which the insurance
conpany determ nes the evidence to be
satisfactory, and .

Revi sed Law
Sec. 1153.158. DELI VERY OF EVI DENCE OF | NSURANCE TO DEBTOR.
(a) At the tine a debt for which credit insurance is sold is
i ncurred:

(1) the individual policy or group certificate of
i nsurance, as appropriate, shall be delivered to the debtor; or
(2) a copy of the application for the policy or
certificate of insurance or a notice of proposed insurance that
satisfies Section 1153.159 shall be delivered to the debtor.

(b) If delivery to the debtor is made under Subsection
(a)(2), the insurer shall deliver the individual policy or group
certificate of insurance to the debtor on acceptance of the
i nsurance by the insurer and not |ater than the 45th day after
the date the debt is incurred.

(c) If the insurer naned in the application or notice under
Subsection (a)(2) does not accept the risk, the debtor shal
receive a policy or certificate of insurance that specifies the
nanme and hone office address of the substituted insurer and the
anount of the premumto be charged for the insurance. (V.T.1.C
Art. 3.53, Sec. 6, Subsecs. A (part), C D (part), E (part).)

Source Law

A. . . . which individual policy or
group certificate of insurance shall be
delivered to the debtor

C. Said individual policy or group
certificate of insurance shall be delivered
to the insured debtor at the tinme the
i ndebt edness is incurred except as
herei nafter provided.

D. If said individual policy or group
certificate of insurance is not delivered to
the debtor at the tinme the indebtedness is
incurred, a copy of the application for such
policy or a notice of proposed insurance,

shall be delivered to the debtor at the
time such indebtedness is incurred.



Upon acceptance of the insurance by the
insurer and within forty-five (45) days of
t he date upon which the indebtedness is
incurred, the insurer shall cause the

i ndi vidual policy or group certificate of
i nsurance to be delivered to the

debt or.

E. If the naned insurer does not accept
the risk, then and in such event the debtor
shall receive a policy or certificate of
i nsurance setting forth the nane and hone
of fice address of the substituted insurer and
t he amount of the premiumto be charged, and

Revi sed Law
Sec. 1153.159. REQUI REMENTS RELATI NG TO APPLI CATI ON FOR
| NSURANCE OR NOTI CE OF PROPOSED | NSURANCE. A copy of an
application for insurance or a notice of proposed insurance
del i vered under Section 1153.158 nust:
(1) be signed by the debtor;
(2) specify:
(A) the nane and honme office address of the

i nsurer;

(B) the name of each debtor

(© the full amount of the premiumor the total
identifiable insurance charge, if any, to be paid by the debtor,
separately for credit life insurance and credit accident and
heal th i nsurance; and

(D) the amount, term and a brief description of
the coverage to be provided;

(3) refer exclusively to insurance coverage;

(4) be separate fromthe instrunment or agreenent for
the loan or sale or other credit statement of account, unless the
information required by this section is promnently set forth in
that instrunment, agreenent, or statenment; and

(5) provide that on acceptance by the insurer, the
i nsurance becones effective as provided by Section 1153. 157.
(V.T.1.C. Art. 3.53, Sec. 6, Subsec. D (part).)

Source Law

D . . . acopy of the application for
such policy or a notice of proposed
i nsurance, signed by the debtor and setting
forth the name and hone office address of the
insurer, the name or nanmes of the debtor, the
full amount of premiumor the tota
identifiable insurance charge, if any, to the



debtor, separately for credit life insurance
and credit accident and health insurance, the
amount, termand a brief description of the
coverage provided, . . . . The copy of the
application for, or notice of proposed

i nsurance, shall also refer exclusively to

i nsurance coverage, and shall be separate and
apart fromthe |loan, sale or other credit
statenment of account, instrunment or

agreenent, unless the information required by
this Subsection is promnently set forth
therein. . . . Said application or notice of
proposed insurance shall state that upon
acceptance by the insurer, the insurance
shall becone effective as provided in Section
5.

Revi sed Law
Sec. 1153.160. TERM NATION OF CREDI T I NSURANCE. (a) The
termof credit life insurance or credit accident and health
i nsurance nust end not |ater than the 15th day after the
schedul ed maturity date of the debt unless the coverage after
that date is without additional cost to the debtor
(b) If the debt is discharged by renewi ng or refinancing
the debt before the scheduled maturity date, the insurance in
force nust term nate before new insurance nmay be issued in
connection with the renewed or refinanced debt. (V.T.1.C
Art. 3.53, Sec. 5 (part).)
Source Law

Sec. 5. . . . The termof such
i nsurance shall not extend nore than fifteen
(15) days beyond the scheduled maturity date
of the indebtedness except when extended
wi thout additional cost to the debtor. If
t he i ndebt edness i s discharged due to renewal
or refinancing prior to the schedul ed
maturity date, the insurance in force shal
be term nated before any new i nsurance nmay be
i ssued in connection with the renewed or
refinanced i ndebt edness.

Revi sed Law
Sec. 1153.161. | NSURANCE MAY BE PROVI DED BY DEBTOR. |f
credit life insurance or credit accident and health insurance is
required as additional security for a debt, the debtor, on
request to the creditor, may provide the required anount of
i nsurance through:




(1) an existing insurance policy owned or controlled
by the debtor; or
(2) an insurance policy obtained froman insurer
authorized to engage in the business of insurance in this state.
(V.T.1.C. Art. 3.53, Sec. 11.)
Source Law

Sec. 11. Wen credit life insurance or
credit accident and health insurance is
required as additional security for any
i ndebt edness, the debtor shall, upon request
to the creditor, have the option of
furni shing the required anmount of insurance
t hrough exi sting policies of insurance owned
or controlled by himor of procuring and
furni shing the required coverage through any
i nsurer authorized to transact an insurance
busi ness within this State.

[ Sections 1153.162-1153. 200 reserved for expansion]

SUBCHAPTER E. CHARGES, REFUNDS, ADJUSTMENTS, AND CLAI M5
Revi sed Law

Sec. 1153.201. MAXI MUM AMOUNT OF | NSURANCE CHARGE TO
DEBTOR. A creditor may not charge a debtor for credit life or
credit accident and health insurance issued to the debtor an
anount that exceeds the anount of the premumthat the insurer
charges the creditor for that insurance, as conputed at the tine
the charge to the debtor is determned. (V.T.1.C Art. 3.53,
Sec. 8, Subsec. D.)

Source Law

D. The anount charged to a debtor by
the creditor for any credit life or credit
acci dent and health insurance issued to the
debtor shall not exceed the actual prem um
charged the creditor by the insurer for such
i nsurance, as conputed at the tinme the charge
to the debtor is determ ned.

Revi sed Law

Sec. 1153.202. REFUND OF | NSURANCE CHARGE ON TERM NATI ON OF
DEBT OR | NSURANCE; FILING OF FORMULA. (a) Each individual
policy or group policy and group certificate shall provide that
if the underlying debt or the insurance term nates before the
schedul ed maturity date of the debt, including the term nation of
a debt by renewing or refinancing the debt, the refund of any
anount paid by or charged to the debtor for insurance shall be




paid or credited pronptly to the person entitled to the refund.
(b) Arefund is not required if the anount of the refund is

| ess than $3.

(c) The formula to be used in conmputing the refund of the
anount paid by or charged to the debtor for insurance if the
underlying debt or the insurance term nates before the schedul ed
maturity date of the debt nust be filed with and approved by the

conm ssi oner.

(V.T.1.C. Art. 3.53, Secs. 5 (part), 8, Subsec. B

as anended Acts 67th Leg., R S., Chs. 493, 849.)

Source Law

Sec. 5. . . . [If the indebtedness is
di scharged due to renewal or refinancing
prior to the scheduled maturity date, the
insurance in force shall be term nated before
any new i nsurance may be issued in connection
with the renewed or refinanced indebtedness.]
In all cases of termnation prior to
schedul ed maturity, a refund shall be paid or
credited as provided in Section 8.

[ Sec. 8]
B. [as anended Acts 67th Leg., R S.,
Ch. 493] Each individual policy, or group
policy and group certificate shall provide
that in the event of term nation of the
i ndebt edness or the insurance prior to the
schedul e [sic] maturity date of the
i ndebt edness, any refund of an anmount paid by
or charged to the debtor for insurance shal
be paid or credited pronptly to the person
entitled thereto; provided, however, no
refund need be made if the anmount thereof is
| ess than Five Dollars ($5). The fornula to
be used in computing such refund shall be
filed with and approved by the Comm ssioner.
B. [as anended Acts 67th Leg., R S.,
Ch. 849] Each individual policy, or group
policy and group certificate shall provide
that in the event of term nation of the
i ndebt edness or the insurance prior to the
schedul ed maturity date of the indebtedness,
any refund of an ampunt paid by or charged to
the debtor for insurance shall be paid or
credited pronptly to the person entitled
t hereto; provided, however, no refund need be
made if the amount thereof is |less than Three
Dollars ($3). The forrmula to be used in



conmputing such refund shall be filed with and
approved by the Comm ssi oner.

Revi sor's Note

The text of Subsection B, Section 8,
V.T.1.C. Article 3.53, was anended by
Chapters 493 and 849, Acts of the 67th
Legi sl ature, Regular Session, 1981. Those
amendnments contain an irreconcilable conflict
relating to the maxi num anount for which a
refund is not required under that section.
The | ater-enacted anendnent sets the ceiling
at $3, and that anount is used by the
conmi ssioner in the rule that corresponds to
this section. (See 28 TAC Section 3.5905.)
The revised law is drafted accordingly.

Revi sed Law

Sec. 1153.203. CERTAIN REFUNDS OR ADJUSTMENTS REQUI RED.

(a) |If the beginning of the termof insurance is delayed under
Section 1153.157(c), the charge to the debtor for insurance shal
be adjusted or the appropriate anmount shall be refunded to the
debt or.

(b) If insurance is substituted under Section 1153.158(c)
and the amount of premumfor the substituted insurance is |ess
than the anount specified in the application or notice of
proposed insurance, the appropriate anmount shall be refunded to
t he debtor.

(c) If acreditor requires a debtor to nake any paynent for
credit life insurance or credit accident and health insurance and
an individual policy or group certificate of insurance is not
i ssued, the creditor shall:

(1) imediately give witten notice to the debtor; and
(2) pronptly make an appropriate credit to the
debtor's account. (V.T.1.C. Art. 3.53, Sec. 5 (part); Sec. 6
Subsec. E (part); Sec. 8, Subsec. C.)
Source Law

Sec. 5. . . . [Were evidence of
insurability is required and such evidence is
furni shed nore than thirty (30) days after
t he date when the debtor becones obligated to
the creditor, the termof the insurance may
commence on the date on which the insurance
conpany determ nes the evidence to be
satisfactory, and] in such event there shal
be an appropriate refund or adjustnent of any
charge to the debtor for insurance.



[ Sec. 6]

E. [If the naned insurer does not
accept the risk, then and in such event the
debtor shall receive a policy or certificate
of insurance setting forth the name and hone
of fice address of the substituted insurer and
t he amount of the premiumto be charged, and]
if the amount of premiumis |ess than that
set forth in the notice of proposed insurance
an appropriate refund shall be made.

[ Sec. 8]

C. If acreditor requires a debtor to
make any paynment for credit |ife insurance or
credit accident and health insurance and an
i ndi vidual policy or group certificate of
i nsurance is not issued, the creditor shal
i nmedi ately give witten notice to such
debtor and shall pronptly make an appropriate
credit to the account.

Revi sed Law

Sec. 1153.204. CLAI M UNDER POLICY. (a) Aclaimfor
recovery under a policy to which this chapter applies shall be
reported pronptly to the insurer or the insurer's designated
claimrepresentative.

(b) An insurer shall maintain adequate claimfiles.

(c) Aclaimshall be settled as soon as possible and in
accordance with the insurance contract.

(d) Aclaimshall be paid by a draft drawn on the insurer
or by check of the insurer to the order of the clainmant to whom
paynment of the claimis due under the policy or on direction of
the claimant to the person specified.

(e) A plan or arrangenent may not be used to authorize an
individual, firm or corporation, other than the insurer or the
insurer's designated claimrepresentative, to settle or adjust a
claim The creditor may not be designated as claim
representative for the insurer in settling or adjusting a claim
Not wi t hst andi ng thi s subsection, a group policyhol der, under an
arrangenment with the group insurer, may draw drafts or checks in
paynent of clains due to the group policyhol der subject to audit
and review by the insurer. (V.T.1.C. Art. 3.53, Sec. 10.)

Source Law

Sec. 10. A Al clainms shall be
pronptly reported to the insurer or its
designated claimrepresentative, and the
insurer shall maintain adequate claimfiles.



Al'l clainms shall be settled as soon as
possi bl e and in accordance with the terns of
t he i nsurance contract.

B. Al clains shall be paid either by
draft drawn upon the insurer or by check of
the insurer to the order of the claimant to
whom paynent of the claimis due pursuant to
the policy provisions, or upon direction of
such claimant to one specified.

C. No plan or arrangenent shall be used
wher eby any person, firmor corporation other
than the insurer or its designated claim
representative shall be authorized to settle
or adjust clainms. The creditor shall not be
designated as claimrepresentative for the
insurer in settling or adjusting clains;
provi ded, that a group policyhol der may, by
arrangenent with the group insurer, draw
drafts or checks in paynent of clains due to
t he group policyhol der subject to audit and
review by the insurer.

[ Sections 1153. 205-1153. 700 reserved for expansion]

SUBCHAPTER O ENFORCEMENT OF CHAPTER; PENALTY
Revi sed Law

Sec. 1153.701. COWPLI ANCE ORDER. (a) If, after witten
notice to an insurer or other person who holds a |license or other
aut hori zation issued by the conm ssioner and a hearing, the
conmi ssi oner determ nes that a violation of this chapter or a
rul e adopted under this chapter has occurred, the comm ssioner
shall issue the details of that determ nation and an order for
conpliance by a specified date.

(b) An order issued under this section is binding on the
insurer or other person to whomit is issued on the date
specified in the order unless:

(1) the order is withdrawn by the conm ssioner before
t hat date; or
(2) the order is appeal ed under Subchapter D, Chapter
36. (V.T.1.C. Art. 3.53, Sec. 12 (part).)
Source Law

Sec. 12. . . . \enever the
Conmi ssioner finds that there has been a
violation of this Act or any rules or
regul ati ons issued pursuant thereto, and
after witten notice thereof and hearing
given to the insurer or other person



aut hori zed or |icensed by the Conm ssioner,
he shall set forth the details of his
findings together with an order for
conpliance by a specified date. Such order
shal | be binding on the insurer and other
person authorized or |icensed by the
Comm ssi oner on the date specified unless
sooner w thdrawn by the Comm ssioner or a
revi ew t hereof and appeal therefrom has been
taken to the State Board of Insurance or the
Courts under Article 1.04, Insurance Code of
Texas.

Revi sor's Note

(1) Section 12, V.T.1.C Article 3.53,
refers to "any rules or regulations.” The
reference to "regulations” is omtted from
the revised law for the reason stated in the
revisor's note under Section 1153. 005.

(2) Section 12, V.T.1.C Article 3.53,
refers to Article 1.04, Insurance Code. That
article was codified in 1999 as Subchapter D
Chapter 36, Insurance Code. The revised |aw
is drafted accordingly.

(3) Section 12, V.T.1.C. Article 3.53,
provides a transition for the application of
certain provisions of that article. The
revised law omts that provision as executed.
The omtted | aw reads:

Sec. 12. . . . The provisions of
Sections 5, 6, 7 and 8 of this Act shall not
be operative until ninety (90) days after the
effective date of this Act, and the
Comm ssioner in his discretion nmay extend by
not nore than an additional ninety (90) days
the initial period within which the
provi sions of said Sections shall not be
operati ve.

Revi sed Law
Sec. 1153.702. PENALTY. (a) An individual, firm or
corporation who violates a final order issued under this chapter
is liable to the state in a civil action for a penalty of not
nore than:
(1) $250; or
(2) $1,000, if the court finds the violation to be

wil ful.
(b) The penalty provided by this sectionis in addition to



any other penalty provided by law. (V.T.1.C. Art. 3.53, Sec. 14

(part).)
Source Law

Sec. 14. In addition to any other
penalty provided by |aw, any person, firmor
corporation which violates an order of the
Conmi ssioner after it has becone final, and
while such order is in effect, shall, upon
proof thereof to the satisfaction of the
court, forfeit and pay to the State of Texas
a sumnot to exceed Two Hundred and Fifty
Dol | ars ($250) which may be recovered in a
civil action, except that if such violation
is found to be wllful, the anmount of such
penalty shall be a sumnot to exceed One
Thousand Dol | ars ($1, 000).

Revi sor's Note
Section 14, V.T.1.C Article 3.53,
provides a civil penalty for violating a
final order "while such order is in effect.”
The revised law omts the quoted | anguage as
unnecessary because a person cannot violate
an order that is not in effect.
Revi sed Law
Sec. 1153.703. REVOCATI ON OR SUSPENSI ON OF AUTHORI TY ON
VI OLATION OF ORDER. After notice and a hearing, the comm ssioner
may revoke or suspend the license or certificate of authority of
an individual, firm or corporation that violates an order issued
under this chapter. (V.T.1.C. Art. 3.53, Sec. 14 (part).)
Source Law

Sec. 14. . . . The Conm ssioner, in
his discretion, may revoke or suspend the
license or certificate of authority of the
person, firmor corporation guilty of such
viol ation. Such order for suspension or
revocation shall be upon notice and heari ng,
and .

Revisor's Note

Section 14, V.T.1.C. Article 3.53,
refers to judicial review as provided by
Section 13 of that article. Section 13 is
omtted fromthe revised |aw for the reason
stated in the revisor's note at the end of
this chapter. Accordingly, the revised | aw




omts that part of Section 14 that contains
the reference to onmitted Section 13. The
omtted | aw r eads:

Sec. 14. . . . shall be subject to
judicial review as provided in Section 13 of
this Act.

Revi sor's Note
(End of Chapter)

Subsection G Section 7, and Section 13,
V.T.1.C. Article 3.53, provide authority for
the judicial review of an order or final
determ nation of the conm ssioner. The
revised law omts those provisions because
t hey are redundant of the authority provided
under Subchapter D, Chapter 36, |nsurance
Code, which was fornmerly V.T.1.C. Article
1.04. The omtted | aw reads:

[ Sec. 7]

G  Any order or final determ nation of
t he Conm ssi oner under the provisions of this
Section shall be subject to the appeal and
revi ew provisions of Article 1.04, Insurance
Code of Texas.

Sec. 13. Any party to any proceedi ng
affected by an order of the Comm ssioner or
the State Board of Insurance shall be
entitled to judicial review by follow ng the
procedure set forth in Article 1.04,
| nsurance Code of Texas.

TI TLE 8. HEALTH | NSURANCE AND OTHER HEALTH COVERAGES
[Subtitles A-G reserved]
SUBTI TLE H.  HEALTH BENEFI TS AND OTHER COVERAGES FOR
GOVERNMENTAL EMPLOYEES
CHAPTER 1551. TEXAS EMPLOYEES GROUP BENEFI TS ACT
CHAPTER 1552. GROUP LONG TERM CARE | NSURANCE FOR STATE
EMPLOYEES
[ Chapters 1553-1574 reserved for expansion]



